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THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 
Hon. Walter L. Gordon 
Finance) moved: 


That Mr. Speaker do now leave the chair for the 
house to go into committee of ways and means. 


(Minister of 


He said: Mr. Speaker, somebody was kind 
enough this afternoon to give me my horo- 
scope for today, which reads: “Don’t worry 
over money matters”. I do not think that 
is an appropriate horoscope for tonight, be- 
cause in delivering tonight the first budget 
of this new government I am aware that it 
is my duty to present the facts as we found 
them on taking office. It is also my duty to 
ask hon. members and the Canadian public 
to face up to these facts and, having done 
this, it is my further duty to indicate the kind 
of measures which are needed to put our 
national affairs in order once again. 

This then will be a “face the facts” budget. 
If we face the facts, and if we conduct our- 
selves accordingly, we in Canada can look 
forward to an exciting and prosperous future. 
If we are afraid to face reality, if we are 
afraid to take the actions and the decisions 
that are called for, then the consequences 
cannot be long delayed. 


MEANING OF THE BUDGET 


_I shall begin my remarks this evening with 

a few words about the importance of the 
annual budget presentation and then go on 
to discuss the condition of our national 
economy. 

We on this side of the house take the 
budget very seriously. We look upon it as an 
annual occasion of great national importance. 
It is an occasion when the government is 
expected to give to parliament and to the 
people a clear appraisal of the nation’s 
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financial and economic condition. It is an 
occasion when the government must outline 
the short and long term economic and finan- 
cial policies it proposes to pursue to overcome 
the problems and to convert the prospects 
into realities. Above all, it is an occasion 
initiating a grand scrutiny by parliament of 
the financial affairs of the nation. It is an 
occasion which should not and must not be 
avoided or delayed. 


It is now almost exactly two years since 
there was a budget debate in this house. I 
remind hon. members that in the fiscal year 
which ended last March 31, the estimates for 
only six departments were called in this 
chamber, and even they were not approved. 
We have been financing for far too long a 
period on interim supply and Governor Gen- 
eral’s warrants. In a period of 14 months 
over $5 billion has been spent by the gov- 
ernment of Canada with no parliamentary 
authorization other than warrants and interim 
supply votes. 


In the last parliament, no one was more 
critical of this state of affairs than we who 
are now on this side of the house. We pro- 
tested vigorously in that parliament, and when 
it was dissolved we took the question to the 
people. The results indicated their conviction 
that an accounting before parliament for the 
nation’s financial and economic affairs was 
due, and indeed long overdue. It is that 
accounting which will be presented tonight. 


GENERAL ECONOMIC REVIEW 


The year 1962 was a remarkable one in 
Canada’s economic history. It was marked 
by an exchange crisis which followed upon 
five years of economic stagnation. It was also 
marked by the adoption of a fixed rate of 
exchange for the Canadian dollar, an action 
which was taken three weeks after the gov- 
ernment of the day had indicated that it 
was not its policy to do so. 


Despite the exchange crisis, and perhaps 
partly as a result of the devaluation which 
had been resisted for so long, the year 1962 
was for Canada an improvement over 1961. 
This was evident in the industrial part of our 
economy, while in agriculture, too, incomes 
were up and acreage under cultivation in- 
creased. Details are to be found in the budget 
papers tabled last Tuesday. 

It is encouraging to record that the pros- 
pects for the current year are also favourable 
both in agriculture and in industry. 


An hon. Member: What about prices? 


UNEMPLOYMENT 


Mr. Gordon: I will come to that. But the 
improvement we are now experiencing leaves 
no room for complacency. Our rate of growth 
over the past six years as a whole has been 
quite inadequate. We have had a falling rate 
of new investment. We have had chronic 
deficits in our international balance of pay- 
ments. And most important, we have had 
chronic unemployment. 

All of these problems are interrelated; if 
we can cure one, we shall relieve the others. 
For example, our international balance of 
payments deficit on current account has 
averaged almost $1.2 billion annually in the 
past six years. This has meant that we have 
been importing goods and services which we 
should have produced at home, and that we 
have failed to find export markets for goods 
which we should have sold abroad. If this 
situation had been corrected, the increased 
production in Canada might well have meant 
not less than 150,000 more jobs and our un- 
employment problem would have been re- 
duced accordingly. 

The added investment needed to provide 
this increased production and employment, 
and the increased production and employ- 
ment itself, would all have produced higher 
government revenues. This would have been 
reflected in reduced budgetary deficits. 

I could go on to describe our difficulties 
and what we propose to do about them strictly 
in terms of economics. But perhaps hon. 
members will forgive me if I speak in more 
human terms tonight, and about the human 
tragedies that inevitably result when eco- 
nomic conditions are unsatisfactory and our 
national affairs mismanaged. 

The grim experiences of continuing unem- 
ployment are to be found in nearly every 
part of Canada, in nearly every constituency. 
Most members of this house know of men 
and women and of whole families whose 
lives have been warped and whose futures 
impaired by long periods when they were 
looking for non-existent jobs. 

My own riding of Toronto-Davenport is a 
high unemployment area. Many of the people 


who live there came to Canada quite re- 
cently, and they are not fully familiar with 
either the language or the customs of their 
new community. They face frustrating dis- 
advantages in their battle for a decent life. 
Similar conditions I suggest prevail in most 
other constituencies across the country. 

The prevalence of unemployment is a 
wrong that must be righted. Any Canadian, 
young or old, who wants a job must be able 
to find one. Any Canadian must be able by 
his work and his savings to make his own 
direct contribution to the well-being of his 
family, his community and his country. This 
is a basic tenet of Liberal philosophy. It is 
an aim which we are dedicated to achieve. 

It is the view of this government that un- 
employment is the most serious domestic 
problem facing Canada today. I shall review 
briefly the steps which we are taking to 
combat it. 


MEASURES TO COMBAT UNEMPLOYMENT 


A measure has been placed before the house 
providing for the creation of a department of 
industry. This new department will con- 
tribute to the long term solution of our 
national economic problems by actively pro- 
moting more employment opportunities in our 
manufacturing industries. Its aim will be to 
see that we produce more manufactured goods 
for export and for our own domestit needs, 
and that we process more of our natural 
resources in this country. 

The minister-designate of the proposed 
department has already held preliminary dis- 
cussions with officers of the automobile in- 
dustry, both the car assemblers and the parts 
manufacturers. These discussions have been 
designed to ensure that we produce in Canada 
a larger volume of automobile parts and com- 
ponents for incorporation in Canadian cars or 
for export. The value of our net imports of 
automobile parts and components this year 
will probably exceed $400 million. The objec- 
tive in the years ahead is to reduce very 
greatly these net imports. The government is 
counting on the full co-operation of the in- 
dustry in realizing this objective. 

These discussions with the automobile in- 
dustry will be followed by discussions with 
the officers of other Canadian industries de- 
signed to achieve similar results. In the Search 
for new employment and increased economic 
strength we shall not be satisfied with half 
measures. Wherever major changes in our 
industrial structure are found to be necessary, 
we shall energetically promote them. 

It is important that the new employment 
we are seeking to achieve in the Canadian 
economy, and the new investment required to 
produce it, be directed wherever practicable 


to areas of slower growth and surplus man- 
power. To this end the special area develop- 
/ment agency within the department of in- 
dustry will seek to encourage new investment 
in areas where it will do the most good. 


The Atlantic provinces are an area of slower 
growth which for many years has not shared 
adequately in our economic progress. The 
house will be asked to strengthen the Atlantic 
development board through the provision of 
a substantial capital fund. This fund will 
enable the board to promote capital invest- 
ment on its own initiative. 


The full effect on the economy of the im- 
portant measures I have been discussing will 
not be felt for a few years. Loans made by 
the proposed municipal development and loan 
board are intended to have a more inter- 
mediate effect. Their impact should begin to 
make an impression within six months to a 
year from the time when parliament approves 
the legislation contemplated. These loans 
should result in a marked increase in social 
investment and in the employment it involves. 

As a further means of combating unemploy- 
ment, I shall propose later this evening a 
number of measures to promote new capital 
investment by providing special financial in- 
centives in the private sector of the economy. 


In addition to these long term and inter- 
mediate term measures, I should refer to the 
various proposals the government is making 
for providing more jobs this coming winter. 

We have advanced a proposal to increase 
the percentage of winter works assistance in 
designated areas. This measure is also de- 
signed to reduce unemployment by promoting 
investment in social capital, and to do it in 
areas where and at times when unemploy- 
ment is most severe. 

Earlier this week my colleague the Min- 

ister of Labour announced that he would 
propose a program designed to reduce winter 
unemployment by encouraging house construc- 
tion in the months when activity in the con- 
struction industry reaches its seasonal low. 
This program will apply to rural as well as 
to urban housing. 
' The minister also announced that he would 
propose the expansion of the existing pro- 
gram for retraining the unemployed in co- 
operation with the provinces. And he an- 
nounced that a new program would be 
proposed to encourage basic training, in- 
ereased apprenticeship training, and the re- 
training of those presently employed but 
whose jobs are threatened by industrial 
change. 

There is one aspect of the unemployment 
problem that is of particular concern to the 
government. That is the persistent difficulties 
encountered by older workers in securing 
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steady employment after they have been out 
of work for some time. An improvement in 
general employment levels and the correc- 
tion of regional unemployment problems do 
not seem to be enough to overcome these 
difficulties. Something more is needed to look 
after the problem of this hard core of our 
unemployed. 

The house will therefore be asked to pro- 
vide by way of supplementary estimate for 
the payment of a special allowance to all 
employers, other than governments or munic- 
ipalities, who increase the number of their 
employees this winter in a specified manner 
over a base level. The allowance will be paid 
on employment of workers aged 45 or older 
who have been out of work for six of the 
previous nine months and who are not in 
current receipt of unemployment insurance 
benefits or pensions. The allowance will be 
conditional on the employer providing the 
worker with a significant amount of approved 
training. It will be paid at the rate of 50 
per cent of wages or $75 a month, whichever 
is less, for each month of employment and 
will continue for up to 12 months. It is 
proposed that this program apply to workers 
hired between November 1 this year and 
January 31 next year. 

Hon. members are only too well aware of 
the costs to this country of allowing people 
to remain unemployed, particularly for ex- 
tended periods. These costs include sub- 
stantial welfare payments. They also include 
far more important costs in terms of pro- 
duction forgone in our economy and in terms 
of misery and frustration for the individual 
concerned. 

The proposal I have just advanced to deal 
with prolonged hard core unemployment is 
a novel one, and it is not without difficulties 
and risks. It will require careful administra- 
tion, and adequate safeguards against its 
abuse will be provided. It is directed specifi- 
cally to assist-that group of men and women 
in our society most in need of a chance to 
earn a living for themselves and their fam- 
ilies. These people deserve their chance. 

While our major domestic problem in Can- 
ada today is unemployment, we must not 
overlook the problems which accompany it. 
The most serious of these is the continuing 
deficit in our current balance of international 
payments. The budgetary deficits of the fed- 
eral government are also a matter of concern. 


BALANCE OF INTERNATIONAL PAYMENTS 


In dealing with our balance of payments, 
let me summarize first our current interna- 
tional transactions for the past ten years. 

During that period our imports of goods, 
including both capital goods and consumer 


goods, were $2 billion more than our exports 
of goods in the period. In the case of travel 
we spent $1.4 billion more abroad than visi- 
tors spent here. Steeply rising capital imports 
in the form of foreign direct and indirect 
investment led to interest and dividend pay- 
ments abroad that were $4.2 billion greater 
than our receipts of this type. Other transac- 
tions further increased our deficit by $2.5 
billion. 

The result in the aggregate was that our 
sales of goods and services abroad and our 
foreign investment income were $10 billion 
less than our purchases and payments. 

The implications of this deficit have been 
a matter of grave concern in Canada. They 
have been extensively discussed in the press, 
by economists, by businessmen and by the 
general public. There is a clearly recognized 
danger that if deficits continue at this rate, 
they will lead to a growing measure of con- 
trol of our economy passing abroad. There 
is a danger that in allowing these deficits to 
continue we are sacrificing our birthright, the 
birthright which our forefathers laboured so 
hard to hand on to us. 

An analysis of the problem shows clearly 
that if we are to overcome it we must centre 
our attention on our merchandise trade. 
Historically we have had a continuous and 
substantial deficit balance in our trade with 
the United States, both in merchandise and 
in invisible items. This has been to a greater 
or less extent offset by a surplus in our trade 
with the rest of the world. In the past two 
years we have had small over-all trade 
surpluses. 


Some hon. Members: Hear, hear. 


Mr. Gordon: I am not quite clear why hon. 
gentlemen opposite are so pleased about this; 
we should have had far greater trade 
surpluses. 


Some hon. Members: Hear, hear. 


Mr. Gordon: Over-all trade surpluses must 
not only continue; they must be increased 
substantially by increasing exports and effi- 
ciently replacing imports. Such an increase 
will not only help to solve our balance of 
payments problem but will also help to solve 
the unemployment problem that goes with it. 


BUDGETARY DEFICITS 


We must now consider the growing series 
of budgetary deficits of the federal govern- 
ment. In nine of the eleven immediate 
post-war years there were annual budget sur- 
pluses, and the net debt of the federal gov- 
ernment was reduced by $2.4 billion. In more 
recent years, however, under conditions of 
slowed economic growth and high unemploy- 
ment, our revenues have been insufficient to 
meet expenditures. In the past six years 


there have been large deficits and our net 
debt has increased by $2.9 billion, almost 
$3 billion. 

I do not propose, Mr. Speaker, to enter 
into a detailed discussion of the pros and 
cons of deficit financing. Government deficits 
can be justified in periods of depression or 
recession when the resources of the nation 
are underemployed, provided the expendi- 
tures and revenues are so designed as to 
stimulate the economy and provide more 
jobs. Unfortunately the budgetary deficits of 
recent years were not planned in this way. 
Because of this, and because it seemed as if 
the government of that day was unable to 
cope with our financial and economic prob- 
lems, confidence in the Canadian economy 
was damaged both at home and abroad. 

There has been a resurgence of confidence 
since the election. 


Some hon. Members: Hear, hear. 
Some hon. Members: Oh, oh. 


Mr. Grafftey: He said it with a straight face 
too. 


Mr. Gordon: But if this is to be justified and 
maintained it is important that we begin to 
put our national house in order: that we 
begin to move toward balancing our federal 
budget under conditions of high employment. 
We must take the first step in this direction 
now. 


I have discussed in frank terms, Mr. 
Spéaker, our unemployment problem, the 
problem of the deficits in our balance of inter- 
national payments, and the problem of our 
federal budgetary deficits. 


In seeking solutions to these problems our 
salvation does not lie in isolationism; it does 
not lie in withdrawing unto ourselves and 
ignoring the currents of progress and change 
around us. Let us remember that we are a 
great trading nation dependent on our rela- 
tionships with our friends throughout the 
world. We must not at the first storm signals 
of economic danger simply throw up a ram- 
shackle tariff against imported goods and im- 
ported ideas and imported obligations and 
seek to bury our heads in the sand. That way 
lies stagnation. 


The way of the future, the way of prosper- 
ity, the way of national pride, involves the 
fullest participation in the world around us 
in an economic sense as in every other sense. 
It involves expanding our trade in conjunc- 
tion with our friends. It does not involve 
isolating ourselves from the trend toward 
international co-operation and freer inter- 
change of goods and services. Rather it in- 
volves participating to the fullest in these 
new movements and moulding them to our 
best advantage. 


These are the views, the broad economic 
philosophy if you will, of this Liberal govern- 
ment. It is our purpose to see these views 
are translated into action. 

I shall have something to say in a few 
minutes about efficiency and economy in 
government. 


An hon. Member: We have not had any yet. 


Mr. Gordon: Be patient. But the need for 
increasing efficiency and productivity is 
equally great in the private sector. To increase 
our employment and decrease our dependence 
on foreign capital we must compete success- 
fully for markets, both at home and abroad. 
If markets are to be retained and captured, 
both business and government and labour 
must know where we are heading, not merely 
from month to month or from year to year, 
but over the years ahead. For this reason the 
proposed economic council of Canada will be 
of benefit not only to Canadian governments 
but also to Canadian labour and to Canadian 
business. 

Following the review of our major problems 
which I have just concluded, I should like to 
state briefly what the policy of the govern- 
ment will be in a number of important fields. 
I shall begin with a word regarding monetary 
policy. 

MONETARY POLICY 


This government favours the kind of credit 
conditions which will encourage economic ex- 
pansion. In saying this I am aware, of course, 
that our balance of payments situation must 
at all times be kept in mind. The governor 
of the Bank of Canada has made it clear in 
his public statements that he shares these 
views. Close and continuous consultation has 
been going on between the governor and my- 
self since I became Minister of Finance. I am 
looking forward to a continuance of this con- 
sultation in the future. 

I wish to say a further word about the 
relationship between the government and the 
Bank of Canada. In the last analysis it is the 
government that must take responsibility for 
monetary policy, as for all aspects on eco- 
nomic policy. There can be no misunder- 
standing on this score. At the same time the 
government recognizes that this does not 
relieve the bank of its own responsibilities in 
these matters. 

I am in substantial accord with the views 
expressed on this subject by the present 
governor of the bank shortly after his appoint- 
ment to that post. The royal commission on 
banking and finance will no doubt be con- 
sidering whether the Bank of Canada Act 
should be amended to clarify these matters. 
The government will give careful considera- 
tion to any recommendations it may make. 
But for my part, I do not think any statutory 


arrangement will work satisfactorily unless 
there is close and continuous consultation 
between the government and the bank. I 
have already made it clear that such con- 
ditions exist at the present time. 


EXCHANGE RATE POLICY 


Just over a year ago the government of the 
day decided on a fixed exchange rate for the 
Canadian dollar. I shall not discuss the causes 
of the exchange crisis which led to this 
decision, or rather I should say I shall not 
discuss them tonight. I do want to make it 
clear, however, that this government intends 
to maintain the fixed exchange rate at its 
present level. 


FEDERAL-PROVINCIAL RELATIONS 


I should now like to say a few words about 
federal-provincial fiscal relations. This is not 
a subject to be treated in detail at this time, 
since the Prime Minister has indicated the 
government’s intention to propose a con- 
ference with the provinces in order that there 
may be a full review of it. 

The summary of our financial position 
which I shall give shortly will make clear 
that the federal government is no less pressed 
for sources of revenue than are the provincial 
governments. This government assumes no 
rigid position on the sharing of joint tax 
fields. It is clear from the record of the past 
that readjustments of revenues and respon- 
sibilities are possible. But naturally no federal 
government can ignore the problems of fed- 
eral finance in seeking to lighten the burdens 
upon provincial treasuries. 

There is a further consideration that has a 
bearing on this subject. The federal govern- 
ment has a special responsibility in the mat- 
ter of ensuring adequate production and em- 
ployment throughout our country. Fiscal 
policy is an important means of achieving 
this objective. Most people will agree, I am 
sure, that if the federal government were to 
give up a major part of its present revenue 
sources, even in exchange for compensating 
expenditure adjustments, its ability to exert 
an influence through fiscal policy over the 
level of economic activity in Canada would 
be weakened. 

However, despite the inherent difficulties 
in federal-provincial fiscal relations I believe 
the present arrangements can be improved 
upon, but always within the letter and spirit 
of our constitution. We shall endeavour to 
bring about such improvement. 


NON-RESIDENT OWNERSHIP AND CONTROL OF 
CANADIAN INDUSTRY 


I should now like to discuss the question 
of non-resident ownership and control of 
Canadian industry. The latest figures pre- 
pared by the dominion bureau of statistics 


show that in 1959, 57 per cent of our manu- 
facturing industry, 75 per cent of our petro- 
leum and natural gas industry and 61 per cent 
of other mining and smelting in this country 
were controlled by non-residents. Anyone 
familiar with the financial pages of our news- 
papers can hardly be unaware of the extent 
to which these figures have undoubtedly in- 
creased since that date, that is, since 1959. The 
Canadian Oil, Atlas Steel, Royalite and 
Bailey Selburn takeovers in the last twelve 
months alone will have had a significant 
effect. 

Canada derives material advantages from 
the associations of our industry abroad. 
Foreign direct investment in Canada has 
enabled us to achieve a relatively high 
standard of living much more quickly than 
we could otherwise have done. We must 
never forget this. But we must recognize that 
the extent of non-resident ownership and 
control which it has produced in Canada 
goes far beyond anything found in~ other 
countries is a comparable stage of industrial 
maturity. 

In view of this situation we are entitled 
to take pride in the harmonious relations 
which have been maintained with the holders 
of foreign capital in Canada. These relations 
are based on fair treatment of those who 
have invested their capital here in good faith. 
These people must, and they will, continue to 
be treated fairly. 

We shall continue to need substantial net 
inflows of foreign capital for quite a few 
years to come if we are to avoid further 
exchange rate difficulties and if a reasonable 
increase in our standard of living is to be 
achieved. This is a fact of life in Canada. It 
would be the height of folly to ignore it. 
Having said that, I should add that neverthe- 
less there has been considerable public dis- 
cussion of, and public concern about, the 
increasing extent of foreign control of Cana- 
dian industry. Writing about Canadian- 
American relations in the Washington Post 
of May 16 this year, Walter Lippmann had 
this to say: 


I have an impression from talking to certain 
Americans with interests in Canada that they are 
beginning to realize how undesirable and potentially 
dangerous is the excessive United States control 
of Canadian industry. I hope nobody will fly off 
the handle at that remark. But the fact that more 
than half the capital of Canadian industry is con- 
trolled in the United States is a perpetual irritant. 
_ The solution of the problem is not one for legisla- 
tion or treaty but for voluntary action by the 
United States interests in co-operation with their 
Canadian associates. Canada is the kind of coun- 
try in which this kind of problem can be handled 
unexcitedly in a spirit of mutually enlightened 


self-interest. 

In these circumstances it may be useful for 
me to outline the views of this government 
as to how harmonious relations with foreign 


investors here can best be preserved. 


We believe that industry in Canada, wher- 
ever it is controlled, should operate with 
due regard to the over-all interest of Cana- 
dians and the Canadian economy. This means 
that Canadian raw materials should be 
processed to the greatest possible extent in 
Canada, in order to provide employment to 
Canadians and contribute to prosperity in 
this country. It means that export markets 
should be sought actively wherever they may 
be found, and should not be limited out of 
regard for the interests of parent or asso- 
ciated companies abroad. It means that indus- 
try here should make a conscious effort to 
purchase its raw materials, components and 
supplies from Canadian sources whenever 
these sources are competitive. 

It means that industry should employ 
Canadian service firms wherever possible. 
I am thinking of Canadian engineers, archi- 
tects and other professional people, Cana- 
dian insurance and advertising firms, and 
Canadian consultants of all types. 

It means that industry should exert itself 
to expand in Canada all the industrial func- 
tions which can efficiently be carried on here; 
and I am thinking particularly of increased 
basic industrial research and design. It means 
that industry should seek to provide the full- 
est opportunity for Canadian employees at 
all levels, including managerial, scientific and 
technical personnel. 

Above all, I am convinced that a growing 
partnership between Canadians and investors 
abroad is the best way of strengthening the 
harmonious relations with foreign capital 
which it is our object to preserve. Foreign 
investors can further the growth of this 
partnership by selling minority interests in 
their enterprises to Canadians; and by elect- 
ing a number of independent Canadian direc- 
tors to represent these interests. 

I suggest that a 25 per cent equity interest 
is in most cases appropriate to ensure that a 
Canadian point of view is always available 
when company policy decisions are arrived 
at. A smaller percentage would probably not 
be sufficient for this purpose. A larger per- 
centage would be neither necessary nor in 
many cases practicable. In fact even a 25 per 
cent interest in most new or existing enter- 
prises is not something that could be realized 
overnight. It is an objective to be worked 
toward over a period of years, although I hope 
this period can be a relatively short one. 


GOVERNMENT ACCOUNTS 1962-63 


And now we come to the heart of the 
budget, which I suspect some hon. gentlemen 
may not like quite so well. The heart of the 
budget is the condition of our expenditures 
and revenues. We shall first review the 
balance for the year just closed. Then we 
shall look at the outlook for the current 


year, with some regard to the following year, 
on the basis of the present tax structure and 
tax rates. 

First, then, there is the balance for the 
fiscal year that ended last March 31. I shall 
only indicate the main items; detailed figures, 
still preliminary and subject to change, are 
to be found in the budget papers. 

My predecessor, in his revised budget ap- 
praisal delivered last October, forecast a 
deficit of $570 million. This forecast was 
optimistic. Revenues turned out to be $54 
million lower than estimated, and expendi- 
tures $85 million higher. It now appears that 
the actual deficit for last year was $709 
million, which together with the deficit of 
$43 million in the old age security fund 
makes a grand total of $752 million. 

I should point out that this large deficit 
was incurred after taking credit for some 
$75 million of non-recurring revenue from 
tariff surcharges, the legality of which has 
been challenged. I shall have more to say 
about this later. 

There are a number of other items that 
should be mentioned in any recapitulation of 
the financial situation inherited by the new 
government. These include the condition of 
the old age security fund and the unemploy- 
ment insurance fund, the railway subsidies, 
and the deficiencies in the superannuation 
accounts. 

The old age security fund, which was 
solvent on April 1, 1962, incurred a deficit 
of $43 million during the last fiscal year and 
was forced to borrow from the consolidated 
revenue fund. On the basis of the present 
outlook and tax structure the old age security 
fund would incur a further deficit of $25 
million this year, and would have to borrow 
this additional amount. 

The unemployment insurance fund con- 
tained over $900 million in 1956. When this 
government took office last April the fund 
was bankrupt and in debt to the consolidated 
revenue fund. 

To avert a freight rate increase or a rail- 
way strike resulting from a 1958 wage 
award, the previous government began the 
payment of special railway subsidies. The 
initial series of payments has continued 
since, and we have been forced to provide 
$20 million for this purpose in the present 
fiscal year. 

In light of the continuing confusion in 
railway matters, the previous government 
appointed a royal commission on transporta- 
tion in 1959. The reports of the commission 
were tabled in this house in April 1961 and 
January 1962, but no action was taken. 
Instead, a further $50 million annually has 
since been provided as an “interim” meas- 
ure to forestall a new change in freight 
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The failure of the previous government to 
deal effectively with the railway question 
thus means that we are faced with special 
railway subsidies this year aggregating $70 
million. 

The previous government throughout its 
six years in office failed to provide for any 
amortization of the mounting actuarial defi- 
ciency in the superannuation accounts. As of 
March 31, 1957 the unamortized deficiency 
in these accounts had been reduced to $139 
million. In his 1957 budget speech the then 
minister of finance, Mr. Harris, undertook to 
reduce the deficiency still further, to $89 
million. His successor refused to do this or 
to take any subsequent amortization action. 
Consequently, and as a result of pay in- 
creases in the interim, the deficiency in the 
superannuation accounts has now mounted 
to $880 million. 

Other matters could also be mentioned. 
There is the shipbuilding subsidy, which was 
reduced, effective last April 1, in such a way 
as to lead to a sudden irrational surge of 
expenditure and activity in that industry 
which is unlikely to be sustained. This surge 
of activity places a substantial burden on 
this year’s budget without producing any 
continuing benefit. And then there is the 
Dawson city festival fiasco mentioned by my 
colleague the minister of northern affairs the 
other day. The previous government made no 
provision to meet its guarantees to the Daw- 
son city festival foundation. The baby was 
left on the doorstep of the new administra- 
tion. 

The problems posed by the condition of 
the old age fund and the unemployment 
insurance fund, by the railway subsidies and 
the deficiencies in the superannuation 
accounts, can no longer be neglected. This 
government intends to deal with these mat- 
ters and with any other skeletons that may 
still remain to be uncovered in our national 
financial closet. Nothing will be gained by 
delay or by trying to sweep these problems 
under some convenient rug. They must be 
faced up to and disposed of. 


An hon. Member: Another book. 


Mr. Gordon: No, not another book. Un- 
fortunately it is the Canadian taxpayer who 
will have to bear the cost of six years of 
mismanagement of our affairs. 


GOVERNMENT ACCOUNTS 1963-64 BEFORE TAX 
CHANGES 


I should now like to discuss the revenue 
and expenditure estimates for the current 
fiscal year. We have built our present esti- 
mates of revenues on the assumption that our 
gross national product will be about 5 per 
cent greater in 1963 than it was in the pre- 
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vious year. For this purpose we have assumed 
a normal crop, a relatively stable price level 
from now on, and no external trouble. About 
one third of this 5 per cent represents price 
increases which have already taken place 
mainly as a result of last year’s exchange 
devaluation and import surcharges. On this 
basis, and if there were no change in the tax 
structure, our revenues would amount to 
about $6,880 million including $730 million 
into the old age security fund. I should like, 
with consent, to insert a table in Hansard at 
this point showing our estimated revenues be- 
fore tax changes and comparing them with 
revenues in 1962-63. 

As there are one or two other tables to be 
presented, perhaps the house would give con- 
sent for leave to table them at the same time. 


Mr. Speaker: Does the house give consent? 
Some hon. Members: Agreed. 
Budgetary and Old Age Security Fund Revenues 
(millions) 


1962-63 1962-63 1963-64 
October Prelim- Forecast 


Forecast inary before 
tax 

changes 

Personal income tax $1,750 $1,745 $1,875 
Corporation income tax 1,180 1,183 1,300 
Non-resident withholding tax 125 129 135 
Estate tax 90 87 85 

Customs duties 680 645 585 
Sales tax 825 806 840 
Other duties and taxes 640 642 6/5 
Total taxes 5,290 5,237 5,495 
Non-tax revenues 640 639 655 
Budgetary revenues 5,930 5,876 6,150 

Old age security fund 

revenues 670 691 730 
Total revenues $6,600 $6,567 $6,880 


Footnotes: 

® After abatements already enacted for pro- 
vincial personal income tax collections of about 
$45 million in excess of the previous year. 

®) The lower forecast of customs revenues is due 
to the cessation of the import surcharges which 
were imposed in June 1962. 


Mr. Gordon: It is more difficult to estimate 
the budgetary expenditures for this year than 
to estimate the revenues. 


The main and supplementary estimates for 
1963-64 tabled on May 29, plus the estimated 
disbursements of the old age security fund, 
total $7,300 million. 


I indicated when I tabled these estimates 
that we have been forced to bring forward 
for this budget the expenditure estimates pre- 
pared by the previous government. We are 
not satisfied that these estimates reflect the 
most efficient and economical way in which 
our national affairs can be run. A thorough 


reappraisal of government expenditures’ has 
been initiated, in the course of which all 
existing spending programs will be reviewed, 
and some will be reduced or eliminated. While 
the initial results of this reappraisal will be 
apparent in the next budget, its full effect 
will take some time to make itself felt. 


The government is also pressing forward 
with a review of the recommendations made 
by the Glassco commission. Those recom- 
mendations that may be expected to result 
in greater efficiency in the public service or 
in useful reductions in expenditure will be 
implemented as quickly as possible. 


As in other years, there will be some further 
supplementary estimates before the end of 
the fiscal year. They will include among others 
the new programs this government will be 
introducing, programs that will add $70 
million to government requirements this year 
and will add considerably more next year 
when they are in full operation. The cost of 
several of these programs should fall again 
a year or two later when they have run their 
course. 


Hon. members will appreciate that there are 
too many imponderables involved for me to 
make an exact estimate of what the total 
expenditure for this year may amount to. 
Subject to these cautionary remarks and 
qualifications I am prepared to set the total 
figure at about $7,600 million, including $755 
million for the old age security fund. 


On the basis of the revenue estimates men- 
tioned a few minutes ago this means, if 
there were no major tax changes, a deficit 
this year of some $720 million. The deficit 
next year might be even greater. 

It would be irresponsible for us not to face 
up to this situation. As I said earlier, Canada 
is beginning to recover from the loss of con- 
fidence resulting from the financial and 
economic mismanagement of the previous 
administration. 


Some hon. Members: Hear, hear. 


Mr. 
enough. 


Diefenbaker: Tell a big lie often 


Mr. Lambert: You are smiling now. 


Mr. Gordon: No, I do not smile when I 
say that. I mean every word of it. And a 
restoration of confidence in ourselves and in 
our country, a restoration of confidence both 
at home and abroad, is a necessary prereq- 
uisite to business expansion and the creation 
of more jobs. 


I would like to say to the hon. member 
opposite that confidence is not something one 
can count on or measure in any concrete way. 
It is a state of mind. It is psychological in 
character. And its recovery might well be 
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shattered if we failed to take clear and pos- 
itive steps toward some reduction in present 
budgetary deficits. 


Hon. members will appreciate from the 
outline I have given of the problems that 
confront us and of the state of our finances 
that our opportunities for manoeuvre are 
severely limited. This means, Mr. Speaker, 
that we have no alternative but to look to 
our tax structure not only with a view to 
providing incentives for increased employ- 
ment and industrial growth, but also in a 
search for additional sources of revenue. 


An examination of the tax structure shows 
clearly that taxes are already very high, 
but that the revenue they produce continues 
to fall short of necessary expenditures. It 
shows also that, as all of us know, our tax 
system is outdated, is too complex and has 
a disturbing number of loopholes. 


A thorough review of it, which I am sure 
will be most valuable, is being made by the 
royal commission on taxation. The commis- 
sion had not planned to submit its report 
to the government until some time in 1965. 
I have discussed this with the chairman, and 
in view of the pressing nature of the problem 
he has promised to revise the commission’s 
schedule and to submit its report by the 
end of 1964. However, we cannot wait even 
that long before beginning to make changes 
in our tax system. I shall propose some of 
those changes tonight, and I hope to propose 
a good many others when the next budget 
is presented. 

May I now proceed to summarize certain 
proposals which I shall put before the house 
tonight. 


INCOME TAX AND EXCISE TAX CHANGES 


In order to encourage employment by re- 
viving private capital expenditures, which 
have lagged so conspicuously for the past six 
years, I shall propose important new tax 
concessions. Effective on the date of enact- 
ment new manufacturing and processing 
enterprises located in designated areas of 
slower growth will be given an exemption 
from income taxes for three years from their 
inception. I shall also propose that such 
enterprises be entitled to write off new 
machinery and equipment which would other- 
wise fall in class 8 in as little as two years 
thereafter. And I shall propose that any 
taxpayer be entitled also to write off the 
cost of new buildings located in designated 
areas of slower growth at the rate of 20 
per cent per annum straight line, or in as 
little as five years. 

If these proposals do not stimulate very 
marked activity in the Atlantic provinces 
and in other areas of slowed economic 
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progress I do not know what will. These are 
major incentives to new industry locating in 
those areas. 


I am also proposing that, effective tonight, 
manufacturing and processing enterprises 
anywhere in Canada be allowed to deduct 
depreciation for tax purposes on new assets 
which would otherwise fall within class 8 
at the rate of 50 per cent per annum ona 
straight line basis. To encourage Canadian 
participation, this privilege will be restricted 
to Canadian residents and to companies hav- 
ing a minimum of 25 per cent beneficial Cana- 
dian ownership. It means in effect, Mr. 
Speaker, that manufacturing and processing 
enterprises anywhere in Canada having a fair 
minimum Canadian participation will be able 
to write off new machinery and equipment 
for tax purposes in as little as two years. 


It is intended that the measures I have 
mentioned so far should provide an im- 
mediate impetus to increased activity. Ac- 
cordingly, new assets must be purchased and 
new businesses must be certified to have come 
into existence in the period of 24 months 
following the initial date of these measures 
if they are to qualify. 


The incentives I have just described will 
supersede and replace three other tax incen- 
tives which have been adopted in the past 
two and a half years. They are contained in 
section 40A of the Income Tax Act pertaining 
to increased sales, about which there was 
quite a debate in the house last fall, and in 
income tax regulations 1108 and 1109 concern- 
ing new products and re-equipment and 
modernization programs. 


I shall propose that section 40A be repealed 
in so far as it applies to 1964 and subsequent 
taxation years. And the measures contained in 
the two regulations I have quoted, both of 
which expire by their terms within the next 
12 months, will not be renewed. 


I should now like to refer to further tax 
proposals of two types. One is designed to 
plug loopholes or otherwise improve the 
existing structure of taxes; the other is de- 
signed to eliminate certain anomalies. 


First there are the measures designed to 
fill in gaps, plug loopholes and prevent avoid- 
ance of the intent of our tax law. There is a 
double purpose here. One is to increase our 
revenues and the other is to reduce the justi- 
fiable sense of inequity and frustration of 
those taxpayers who are unable or unwilling 
to engage in prolonged and often expensive 
efforts at tax avoidance. 


We are particularly concerned about the 
way in which certain taxpayers seem to be 
able to eat, drink and entertain on a lavish 
scale on the basis of what is called a business 
expense but which is actually financed in 
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large part at the expense of the public rev- 
enue. The government is directing the 
Department of National Revenue to tighten 
up its administration of the law and to pur- 
sue a policy of vigorous enforcement. We 
intend to give continuing support to this 
objective. I am sure that hon. members will 
agree that any excesses of expense account 
living are unfair to those who do not indulge 
in such practices. They should be stopped. 

I shall propose one specific change in the 
Income Tax Act relative to a general tighten- 
ing up of its administration in regard to 
business expenses. Hitherto a few taxpayers 
have been able to buy expensive cars and 
then recoup a large part of the cost out of the 
public revenue. I shall propose a measure to 
disallow in full capital cost allowances in 
respect of a passenger automobile acquired 
after tonight at a cost in excess of $5,000. I 
expect that this measure will produce some 
increased demand for less expensive cars, 
most of which are made in Canada and whose 
manufacture provides jobs for Canadian 
workmen. 

Another type of tax avoidance about which 
the government is particularly concerned is 
the proliferation of methods of moving undis- 
tributed income from a corporation into the 
hands of its shareholders without the pay- 
ment of tax. This abuse, and it is an expen- 
sive abuse to the public treasury, has become 
increasingly prevalent in recent years. It is 
time something was done about it. 

I shall therefore propose that, effective to- 
night, the Income Tax Act be amended to give 
the Minister of National Revenue power to 
look through so-called dividend stripping 
transactions and to deem shareholders to have 
received dividends in these cases. 

To eliminate another method of tax 
avoidance I shall also propose that effective 
tonight section 18 of the Income Tax Act be 
repealed. This section, dealing with lease 
option arrangements, has given rise to re- 
peated abuses by allowing rental agreements 
to be cast in a grossly distorted form in order 
to avoid tax. Action in connection with this 
section has been urged by the joint committee 
of the Canadian Bar Association and the 
Canadian Institute of Chartered Accountants. 

As a further measure to close loopholes, I 
shall propose an amendment to stop the de- 
vice whereby a company that has experienced 
losses is purchased for the purpose of apply- 
ing those losses against income from another 
business. 

I shall also propose that the practice con- 
cerning certain annuity contracts which are 
converted into cash, or have settlement op- 
tions other than an annuity for life, be 
changed and that all the interest earned on 
the funds invested in such contracts made 
after tonight shall be subject to tax. 


I want to make it clear that this will not 
be retroactive. 

Turning to the elimination of anomalies 
and anachronisms, the government is putting 
forward a number of proposals. 

The excise duty on exports of electrical 
energy should have disappeared long ago. We 
propose that it be abolished at the end of this 
month. 

The base of the sales tax on gasoline is 
to be altered. Wholesalers have almost entirely 
disappeared from this field; therefore the 
wholesale discount of some 25 per cent which 
has existed for tax purposes for many years 
is no longer appropriate. Its elimination will 
bring increased revenues of perhaps $25 mil- 
lion in a full year, of which $7 million will 
accrue to the old age security fund and the 
balance to general revenue. 

It is also proposed that a change be made 
in the taxation of rebuilt or remanufactured 
goods. Recently there has been a considerable 
increase in the production of goods using old 
parts or materials, with or without new com- 
ponents. These goods compete with similar 
goods manufactured from new materials, and 
they should be equally subject to sales tax. 
On behalf of my colleague the Minister of 
National Revenue I am therefore giving 
notice that his department proposes to exam- 
ine carefully the operations of persons en- 
gaged in such work, and, where necessary, 
it will license them as manufacturers under 
the Excise Tax Act. 

I am also proposing that companies whose 
business is the transmission of oil or gas 
through pipe lines be allowed to deduct from 
their income the expenses they incur in ex- 
ploring or drilling for oil, gas or minerals. 
This concession will be a useful incentive 
to increased exploration activity in this es- 
sential industry and should increase Canadian 
participation in an industry now principally 
owned abroad. 


CUSTOMS TARIFF CHANGES 


I shall now propose a number of changes 
in the Customs Tariff. There are some 
increases and some decreases but on balance 
they represent a reduction. 

I shall make several proposals relating to 
textiles, the two more important of which 
give effect to the recommendations of the 
tariff board in its last three reports on this 
subject. These proposals will involve both 
increases and decreases in duties, and will 
lead to a modernized and simplified tariff 
schedule in this area. They will therefore be 
of assistance to Canadian textile producers. 

The proposals I have just referred to also 
include certain compensatory concessions on 
products other than textiles which have arisen 


from renegotiations under the general agree- 
ment on tariffs and trade. 

I shall propose further a miscellaneous 
group of other tariff changes providing for 
reductions in rates or representing merely 
technical alterations. I shall also propose that 
the level of customs exemptions given to 
returning Canadian tourists which was 
introduced on an emergency basis last June be 
continued by statute. 

Before leaving the tariff field, I have a 
further word to say about the surcharges 
imposed last June. As I stated in the house 
on May 21, the legality of the surcharge on 
imports order has been challenged, and the 
matter is before the courts. This poses a 
difficult problem. In many cases those who 
paid the surcharges, and who might now be 
entitled to claim refunds should the order 
be found to have been invalid, passed the 
amount of the surcharges on to their cus- 
tomers. These customers in turn may have 
passed the amount on to their customers, 
and so on. As I said in my statement, it 
would not be possible to unscramble a 
situation of this kind. Accordingly I shall 
propose legislation on the surcharge order 
whose principal effect will be to prevent any 
massive attempt at obtaining refund of 
moneys in fact paid by people who are not 
now identifiable. 


NON-RESIDENT TAX CHANGES 


I should now like to propose a number of 
measures connected with foreign investment 
in Canada. 

I referred earlier this evening to the need 
for a continuing inflow of foreign capital. To 
facilitate the sale of Canadian bonds and de- 
bentures to certain investors abroad, I shall 
propose that the Minister of National Rev- 
enue be given power to issue to any non- 
resident bank, company or trust which is free 
of income tax in its country of residence, a 
certificate of exemption from withholding tax 
on interest payable on Canadian bonds and 
debentures issued after tonight. 

With a view to promoting a growing part- 
nership between Canadians and non-resident 
investors in Canadian corporations, I am pro- 
posing some amendments in our withholding 
taxes on dividends paid abroad. These amend- 
ments will not become fully effective for a 
period of three and a half years. This will 
give ample time for us to revise a number of 
our tax treaties with other countries, some 
of which revisions are overdue. It will also 
give ample opportunity for those concerned 
to assess the situation and to make decisions 
in their own time and under no form of pres- 
sure to act quickly. 

As hon. members will recall, our with- 
holding taxes have, since 1960, stood at 15 
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per cent on dividends paid to all non-resi- 
dents except in so far as modified by tax 
treaties. Prior to 1960 the rate of the with- 
holding taxes on dividends depended on the 
degree of foreign ownership of the companies 
in question. 

I am proposing two changes, one upward 
and the other downward, in the withholding 
taxes on dividends paid to non-residents. Ef- 
fective from tonight a new and reduced rate 
of 10 per cent will apply when the paying 
company is beneficially owned by Canadian 
residents to the extent of 25 per cent or more. 
Effective from January 1, 1965, an increased 
rate of 20 per cent will apply to dividends 
paid by other companies including those 
which are the wholly owned subsidiaries of 
foreign parents. 

If before January 1967 a company is able 
to bring its percentage of Canadian owner- 
ship from below 25 per cent to above 25 per 
cent, certain refunds of the non-resident 
withholding tax will be made. Any non-resi- 
dent who can show that he has borne the tax 
will receive a refund, without interest, to the 
extent of the difference between the 15 or 
20 per cent rates and the 10 per cent rate. 

In order to avoid advantage being taken of 
this advance notice, a tax of 5 per cent—the 
difference between the present 15 per cent 
and the proposed 20 per cent rate—will be 
levied on the amount of any increase in divi- 
dends paid after tonight and prior to January 
1, 1965, by companies with less than a 25 
per cent Canadian participation. This will be 
a special tax payable by the company and 
not by the recipient of the dividend. It is pro- 
posed, as of tonight, to extend the 15 per 
cent withholding tax to management fees 
paid to non-residents. 

As I indicated earlier, it is the policy of 
this government to encourage direct foreign 
investment in new enterprises in this country 
on the basis of partnership with Canadian 
residents. While this type of investment is 
of great value to Canada, it is our view that 
non-resident takeovers of established Cana- 
dian companies rarely confer any benefit on 
the Canadian economy. We shall therefore 
propose a measure of taxation of certain sales 
which might contribute to such takeovers. 
_We shall propose that effective tonight a 30 
per cent tax be levied on certain sales by 
Canadian residents to non-residents and non- 
resident controlled companies, of shares in 
Canadian companies listed on Canadian stock 
exchanges. There is to be no liability for the 
tax when such sales are made on the floor of 
a Canadian exchange in the normal trading 
manner and do not form part of sales ex- 
ceeding $50,000 per day by any single seller. 
Effective tonight also, we are proposing a 
similar 30 per cent sales tax on the sale by 
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a listed Canadian corporation of the whole or 
substantially the whole of its property to a 
non-resident or a non-resident controlled 
company. 

It will be noted that this measure applies 
only to the shares of listed public companies. 
Measures are under consideration, and may be 
discussed with the provinces at an appropriate 
time, which will apply to all Canadian com- 
panies including private companies. I trust 
that no flood of sales of established Canadian 
concerns to non-residents will develop in an 
attempt to anticipate the further measures to 
which I have referred, in light of the declared 
view of the government that such sales are 
generally undesirable. 


FURTHER EXCISE TAX CHANGES 


The major tax proposals which, on behalf 
of the government, I shall now put before the 
house are based on a number of guiding 
principles. To begin with, they must provide 
revenue sufficient to allow an important step 
toward budgetary balance. And since the in- 
creased outlays under certain new programs 
will be tapered off or stopped in two or three 
years time, provision can also be made for 
some revenue of a non-recurring nature. 

To obtain the additional revenue that is 
required, there are good reasons for using the 
manufacturers sales tax rather than increased 
income taxes. While it would not be correct 
to describe any tax as being popular any- 
where, it is the case that indirect taxes such 
as the sales tax are now regarded with more 
favour in quite a number of countries than 
in the past. In this connection, I would just 
like to say to hon. members that I made a 
very careful examination of the income tax 
schedules. I did not think that it would be 
appropriate, in view of the increases that 
have occurred in the cost of living in the last 
few years, to increase the income taxes in 
the lower brackets, but if an increase were 
made in all the taxable rates brackets over 
$4,000 of even 10 per cent, the amount would 
not produce a sufficient revenue for the pur- 
poses under consideration. Apart from that I 
was impressed by the arguments that lend 
themselves to this approach rather than to 
increase further income tax rates. 

The manufacturers sales tax is not imposed 
on exports, and it is levied on imported 
goods as well as on those made here. It there- 
fore does not have the same adverse effect 
on our international trade position that some 
other taxes do. There is, however, widespread 
dissatisfaction about the inequity of a situ- 
ation in which many areas of industry are 
subject to this tax while others are exempt. 

Accordingly we are asking the house to 
make certain changes in the tax. These 
changes will not alter the rate of tax and will 


leave untouched the exemptions covering 
staple food products. It is by virtue of these 
continuing exemptions that the tax is pre- 
vented from imposing an unfair burden on 
lower income groups. 

We are, however, asking the house to with- 
draw, effective tonight, the exemptions for 
building materials and also for production 
qmachinery and equipment other than that em- 
ployed in fishing and agriculture. This meas- 
ure will produce increased revenues of some 
$170 million in this fiscal year and some 
$360 million in 1964-65. These amounts in- 
clude increases in the income of the old age 
security fund of some $45 million this year 
and $100 million next year. The old age 
security fund is now considerably in debt 
to the consolidated revenue fund and would 
otherwise be faced with continuing deficits 
in years to come. 


AMENDMENTS TO NATIONAL HOUSING ACT 


The government is anxious to ensure that 
the withdrawal of the sales tax exemption on 
building materials will not work hardship 
on those who purchase houses under the pro- 
visions of the National Housing Act. Ac- 
cordingly my colleague the Minister of Na- 
tional Revenue (Mr. Garland), has authorized 
me to announce that he will propose to the 
house that the National Housing Act be 
amended in such a way as to reduce the 
down payment required in connection with 
mortgage loans made under it. N.H.A. loans 
will be extended so as to cover 95 per cent of 
the first $13,000 instead of the first $12,000 
of the value of a house, and the maximum 
loan amount will be raised from $14,900 to 
$15,600. Further, the N.H.A. lending rate 
will be reduced immediately from 64 per cent 
to 64 per cent, a move that is, I am glad to 
say, in line with recent movements in other 
rates of interest. 

I have mentioned tonight four measures 
affecting low priced housing. They include 
the removal of the sales tax exemption on 
building products, the reduction in N.H.A. 
down payments, the lowering of the mortgage 
rate, and the program to encourage house 
building in the winter months. The result 
of all of these measures will be that the 
down payment in connection with low-priced 
housing will fall significantly while the 
monthly payments required to carry a pur- 
chase will rise only slightly. The over-all ef- 
fect will be to provide encouragement to house 
construction and to house ownership. 

The government has considered the possible 
effects of the removal of sales tax exemptions 
on firms working under fixed price contracts. 
Fixed price contracts are common in the con- 
struction industry, and the amounts involved 
are frequently substantial. Relief will be pro- 
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vided in cases where a manufacturer or con- 
tractor is prevented by a contract from in- 
cluding the new tax in his selling price. 


FURTHER INCOME TAX CHANGE 


The source of revenue which we shall seek 
on a non-recurring basis relates to the in- 
come tax on corporations. It is desirable that 
corporations should pay their income tax as 
their income is earned to a greater extent 
than they do at present. 

Individuals are required to pay their in- 
come tax on a current basis through deduc- 
tions by their employers or by payment of 
quarterly instalments starting in March. 
Moreover they are required to file final tax 
returns and make final payments within four 
months of the end of each year. 

Corporate taxpayers, on the other hand, do 
not start payment until the seventh month 
of their fiscal year and do not have to file 
their return until six months after their 
fiscal year is ended. There is no need for this 
disparity. It is therefore proposed that cor- 
porations be required to move their tax pay- 
ment period forward two months. This means 
that the final filing time for corporate tax 
returns will be the same as for individuals. 
This change will take place over two years 
and special rules will apply for the transi- 
tional period. 

This measure will provide some $220 mil- 
lion in non-recurring revenue, of which about 
$20 million will go to the old age security 
fund. This will be received in the fiscal years 
1964-65 and 1965-66. It will have the con- 
tinuing advantage that revenue from the 
corporation income tax, which will now be 
payable sooner after earnings are realized, 
will reflect changes in economic conditions 
more promptly in the future. 

I should like to insert at this point a table 
summarizing the revenue changes I have pro- 
posed. Estimates are given of the net increase 
expected for the remaining portion of this 
fiscal year, and for the full fiscal year follow- 
ing it. These estimates show a net revenue 
increase of $155 million this year and $455 
million in 1964-65. 


Estimated Changes in Budgetary and Old Age 
Security Tax Revenues that would result from the 
proposed tax changes 
(millions) 

1963-64 1964-65 
fiscal year fiscal year 
Increases: 
Acceleration of corporate 


tax payments $— $165 

Changes in withholding tax 
rates (net) _— 5 
Sales tax changes 185 385 
185 555 

Decreases: 

Incentives for manufactur- 
ing and processing 30 100 
Net Increase in Revenues: $155 $455 


I should also like to insert a table sum- 
marizing the revised revenues, expenditures 
and deficit for the current fiscal year after 
giving effect to all of my proposals. 

It will be noted from the table that the 
revised deficit figure, which includes both 
budgetary and old age security fund figures, 
stands at $565 million compared with $752 
million last year, a reduction of nearly $200 
million. I am sure that hon. members will 
agree that this is a substantial move in the 
right direction. To do more this year would 
not be wise having regard to the present 
state of the economy. To do less would be 
irresponsible. 


Estimated Surplus (Deficit) in Budgetary Accounts 
and Old Age Security Fund 1963-64 fiscal year 


(millions) 
Before Tax Revised 
Tax In- Esti- 


Changes creases mates 
Budgetary Accounts: 


Expenditures $6,845 $6,845 
Revenues 6,150 $110 6,260 
Estimated (deficit) (695) (585) 
Old Age Security Fund: 
Expenditures 755 755 
Revenues 730 45 T715 
Estimated surplus 
(deficit) (25) 20 
Total estimated 
(deficit) $ (720) $ (565) 


OVERALL CASH REQUIREMENTS 1963-64 


Over and above the deficit of $565 million 
to which I have just referred, there are other 
cash requirements which must be provided 
for. These include cash outlays by way of 
loans, investments or advances to Central 
Mortgage and Housing Corporation to the 
Farm Credit Corporation, to the Export 
Credits Insurance Corporation, to the Cana- 
dian National Railways and Trans-Canada 
Air Lines for capital purposes, to the unem- 
ployment insurance fund and in connection 
with the proposed municipal development 
and loan board. 

They also include cash advances to date to 
the exchange fund, slightly in excess of $100 
million, but do not include any estimate of 
future changes in the exchange fund which 
are unpredictable. 

There will, of course, be non-budgetary 
receipts offsetting in part the non-budgetary 
cash outlays. This year these receipts include 
one very large non-recurrent item of $109 
million from the sale of its assets by Northern 
Ontario Pipeline Crown Corporation. Taking 
these receipts into account, our net non- 
budgetary cash requirements for the current 
fiscal year are likely to amount to about 
$285 million. Our net cash requirements for 
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1963-64, both budgetary and non-budgetary, 
are thus estimated to be about $850 million. 

Throughout this budget address, Mr. 
Speaker, I have referred repeatedly to un- 
employment as being the most serious 
domestic problem before us. Before I con- 
clude I should like to mention again some 
of the measures which are designed to deal 
with this problem. 

The most effective long term method of 
dealing with unemployment is to expand in- 
dustry and industrial production in Canada. 
I have referred to the proposed department 
of industry with its associated area develop- 
ment agency. I have referred to the work 
this department will do in seeing that more 
goods are produced in Canada. 

I have referred to the strengthening of the 
Atlantic development board and to the 
proposed municipal development and loan 
board. I have referred to a series of measures 
to encourage industrial expansion and growth 
by the provision of very substantial tax in- 
centives. I have referred to the expansion 
of the municipal winter works program. I 
have referred to measures to stimulate em- 
ployment in the building industry through 
reducing the down payment on N.H.A. hous- 
ing and encouraging the construction of houses 
in the winter months. I have referred to the 
expansion of the program of vocational train- 
ing, and to a new program for training those 
whose jobs are threatened by industrial 
change. And I have referred to a new plan 
to encourage the employment and training of 
those over 45 who have not had jobs for 
some time. 

I have no doubt that this manifold attack 
on the unemployment problem will be effec- 
tive. As I said before, our economy is ex- 
panding and this expansion should continue 
into next year. The prospects look good for 
a substantial increase in business investment. 
This is due in part, as I have said, to an 
increase in confidence as a result of the 
election and to the prospect of decisive and 
far sighted government in Canada once again. 

In conclusion may I say that I have not 
tried to minimize or conceal the various 
problems we are faced with. But in discuss- 
ing them, I have been conscious of the 
strength of our country and of its great 
potential for the future. I have discussed 
our problems knowing that if we are to 
surmount them we must face them, and face 
them with boldness and resolution. 

Our financial program has not been con- 
ceived in complacency. In bringing forward 
our financial proposals we have looked 
squarely at the realities before us. We have 
presented a fiscally responsible program de- 
signed to reduce unemployment and regain 
prosperity. 


In the recent election campaign my col- 
leagues and I undertook to give the public 
the facts. We said, and the Prime Minister 
in particular said repeatedly, that when we 
were faced with difficult and unpleasant de- 
cisions we would not be afraid to make 
them. Some of those decisions have been 
announced tonight. They have been made 
in-confidence that the members of this house 
will support them. They have been made 
in confidence that the people of Canada will 
support them. And they have been made in 
confidence that all of us together, by facing 
the future with resolution and courage, can 
restore prosperity and security to ourselves, 
our children and our country. 

I shall now table, Mr. Speaker, all the 
budget resolutions to which I have referred 
together with certain other proposals not 
mentioned specifically in this speech. 


RESOLUTIONS 
INCOME TAX ACT 


Resolved that it is expedient to introduce 
a measure to amend the Income Tax Act and 
to provide among other things: 


1. That with respect to new depreciable 
property of a prescribed class acquired in 
the period of 24 months commencing June 
14, 1963 capital cost allowances be computed 
on a straight line basis at a prescribed rate 
not exceeding 50 per cent per annum if the 
property has been acquired by a taxpayer in 
a taxation year for a manufacturing or proc- 
essing business in Canada and the said tax- 
payer is 

(a) an individual who was resident in 
Canada during a period of not less than 183 
days in the year, or 

(ob) a corporation that on the last day of 
the year was a corporation with a degree of 
Canadian ownership and control 
and for the purposes of this paragraph; 

(c) a corporation has a degree of Canadian 
ownership and control at a particular time 
if the corporation throughout the 60 day 
period immediately preceding that time com- 
plied with the following conditions: 

(i) the corporation was resident in Canada, 

Gi not less than 25 per cent of its voting 
shares were beneficially owned by one or 
more individuals resident in Canada, one 
or more corporations controlled in Canada 
or a combination thereof, and 

Gii) unless at least 51 per cent of its voting 
shares were beneficially owned by one or 
more individuals resident in Canada, one or 
more corporations controlled in Canada or 
a combination thereof, the number of direc- 
tors of the corporation who were resident in 
Canada and not employed by the corporation 
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otherwise than as directors, was not less 
than that proportion of the total number of 
directors on the board of the corporation that 
the aggregate number of voting shares of 
the corporation beneficially owned by indi- 
viduals resident in Canada and corporations 
controlled in Canada is of the aggregate 
number of outstanding voting shares of the 
corporation; and 


(d) a corporation is controlled in Canada 
at a particular time if at that time it com- 
plies with the following conditions: 


(i) the corporation is resident in Canada, 
and 


Gi) not less than 51 per cent of its voting 
shares are beneficially owned by one or 
more individuals resident in Canada, one or 
more corporations controlled in Canada or a 
combination thereof. 


2. That a taxpayer whose business in a 
prescribed area of Canada has been certified 
to be a new manufacturing or processing 
business that commenced commercial opera- 
tions in the period of 24 months commencing 
with the date on which any enactment based 
on this paragraph is assented to be exempt 
from tax on the income from that business 
for a period of 36 months from the date 
certified to be the date of commencement of 
operations, and that the rate of capital cost 
allowances for new depreciable property of a 
prescribed class acquired by the said taxpayer 
in the said 24 months period for such business 
be computed on a straight line basis at a 
prescribed rate not exceeding 50 per cent per 
annum. 

3. That with effect for 1964 and subsequent 
taxation years section 40A of the act, which 
provides for a deduction from the tax other- 
wise payable by a manufacturing and proc- 
essing corporation, be repealed. 

4. That with respect to expenses incurred 
after April 10, 1962 a corporation whose 
principal business is operating a pipeline for 
the transmission of oil or natural gas be al- 
lowed to deduct in computing income the 
drilling and exploration expenses, including 
all general geological and geophysical ex- 
penses, incurred by it on or in respect of 
exploring for petroleum or natural gas in 
Canada and the prospecting, exploration and 
development expenses incurred by it in 
searching for minerals in Canada. 

5. That for the 1963 and subsequent taxa- 
tion years a dividend received by a person 
resident in Canada from a corporation that 
throughout its taxation year in which the 
dividend is paid or credited 

(a) is taxable as a non-resident corporation 
carrying on business in Canada, 

(b) derives substantially all of its income 
from sources in Canada, and 


(c) has its shares listed on a recognized 
stock exchange in Canada 
be deemed to be a dividend from sources in 
Canada paid or credited by a taxable corpo- 
ration within the meaning of section 38 of the 
act. 


6. That the 15 per cent rate of tax payable 
by a non-resident person on dividends paid or 
credited to him by a person resident in 
Canada be reduced to 10 per cent with respect 
to dividends paid or credited after June 13, 
1963 by a corporation that at the time the 
dividend is paid or credited has a degree of 
Canadian ownership or control within the 
meaning of paragraph 1. 

7. That the 15 per cent rate of tax payable 
by a non-resident person on dividends paid or 
credited to him by a person resident in 
Canada be increased to 20 per cent with 
respect to dividends paid or credited after 
December 31, 1964 by a corporation that at 
the time the dividend is paid or credited does 
not have a degree of Canadian ownership or 
control within the meaning of paragraph 1. 

8. That where a corporation resident in 
Canada that on June 13, 1963 was not a 
corporation that had a degree of Canadian 
ownership and control, within the meaning of 
paragraph 1, becomes a corporation that 
throughout a subsequent taxation year end- 
ing before January 1, 1967 has such a degree 
of Canadian ownership and control, a non- 
resident person shall be entitled to a refund 
equal to 

(a) 5 per cent of any dividends paid or 
credited by the corporation to him after June 
13, 1963 and before January 1, 1965, in respect 
of which he has paid a tax of 15 per cent to 
Canada, and 

(b) 10 per cent of any dividends paid or 
credited by the corporation to him after 
December 31, 1964 and before January 1, 1967, 
in respect of which he has paid a tax of 20 
per cent to Canada. 

9. That where a corporation (other than a 
non-resident-owned investment corporation) 

(a) during the period commencing on June 
14, 1963 and ending on December 31, 1964 did 
not have a degree of Canadian ownership and 
control within the meaning of paragraph 1; 
and 

(b) in the period commencing on June 14, 
1963 and ending on December 31, 1964 paid or 
credited dividends in an amount in excess of 
the amount of dividends paid or credited by 
the corporation in the period of five hundred 
and sixty-seven days that ended on June 13, 
1963, the corporation shall, on or before 
January 31, 1965, pay a special tax equal to 
5 per cent of the amount of the excess de- 
scribed in subparagraph (b). 


10. That with respect to income earned 
after December 31, 1964 the 15 per cent tax 
imposed by Part IIIA of the act on a non- 
resident corporation carrying on business in 
Canada be 20 per cent. 

11. That with respect to income of a non- 
resident-owned investment corporation earned 
after December 31, 1964 the present 15 per 
cent rate of tax be 20 per cent. 

12. That any amount paid or credited after 
June 13, 1963, by a person resident in Canada 
to a non-resident person, as or on account 
of a management or administration fee or 
charge, be subject to the 15 per cent tax on 
income from Canada of non-resident persons. 

13. That with respect to interest paid by 
a person resident in Canada to a non-resi- 
dent person on any obligation issued after 
June 13, 1963, if the non-resident person 

(a) is exempt from income tax in the coun- 
try in which that person is resident; and 

(b) has obtained a certificate of exemption 
from the minister, 
the non-resident person be exempt from the 
15 per cent rate of tax imposed in respect of 
such payment. 


14. That for the taxation years ending 
after November, 1965 a corporation shall 
during the 12 months period ending 4 months 
after the close of each taxation year, pay to 
the Receiver General of Canada 


(a) on or before the last day of each of the 
first 10 months in that period, an amount 
equal to one-twelfth of the tax as estimated 
by it at the rate for the taxation year 

(i) on its estimated taxable income for the 
year, or 

(ii) on its taxable income for the immedi- 
ately preceding year, 

(b) on or before the last day of the elev- 
enth month in the period, an amount equal 
to one-half of the remainder of the tax pay- 
able as estimated by it on its taxable income 
for the year at the rate for the year, and 

(c) on or before the last day of the period, 
the remainder of the tax 
and that for the taxation years ending after 
November, 1963 and before December, 1964 
a corporation shall, during the 11 months 
period ending 5 months after the close of its 
taxation year, pay to the Receiver General 
of Canada 

(d) on or before the last day of each of 
the first 9 months in that period, an amount 
equal to one-twelfth of the tax as estimated 
by it at the rate for the taxation year 


(i) on its estimated taxable income for the 
year, or 

Gi) on its taxable income for the immedi- 
ately preceding year, 
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(e) on or before the last day of the tenth 
month in the period, an amount equal to 
one-half of the remainder of the tax pay- 
able as estimated by it on its taxable income 
for the year at the rate for the year, and 

(f) on or before the last day of the period, 
the remainder of the tax, 
and that for taxation years ending after 
November, 1964 and before December, 1965 
a corporation shall, during the 11 months 
period ending 4 months after the close of its 
taxation year, pay to the Receiver General 
of Canada 

(g) on or before the last day of each of 
the first 9 months in that period, an amount 
equal to one-eleventh of the tax as estimated 
by it at the rate for the taxation year 

(i) on its estimated taxable income for 
the year, or 

(ii) on its taxable income for the immed- 
iately preceding year, 

(h) on or before the last day of the tenth 
month in the period, an amount equal to one- 
half of the remainder of the tax payable 
as estimated by it on its taxable income for 
the year at the rate for the year, and 

(i) on or before the last day of the period, 
the remainder of the tax. 

15. That the return of income for a taxa- 
tion year that is to be filed with the minister 
in prescribed form and containing prescribed 
information by or on behalf of a corporation 
be filed 

(a) for taxation years ending after Novem- 
ber, 1963 and before December, 1964 within 
5 months from the end of the year, and 

(b) for taxation years ending after Novem- 
ber, 1964 within 4 months from the end of 
the year. 

/ 16. That with respect to amounts received 
after June 13, 1963, where a taxpayer has 
received an amount in a taxation year, 

(a) as consideration for the sale or other 
disposition of any shares of a corporation or 
of any interest in such shares, 

(b) in consequence of a corporation having 

(i) redeemed or acquired any of its shares 
or reduced its capital stock, or 

Gi) converted any of its shares into shares 
of another class or into an obligation of the 
corporation, or 

(c) otherwise, as a payment that would, 
but for this provision, be exempt income, 
which amount, in the opinion of the minis- 
ter, was received by the taxpayer as part 
of a transaction or series of transactions 
whenever effected or to be effected, one of 
the purposes of which was or is to effect a 
substantial reduction of, or disappearance of, 
the assets of a corporation in such a manner 
that the whole or any part of any tax that 
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might otherwise have been or become pay- 
able under the Act in consequence of any 
distribution of income of a corporation has 
been or will be avoided, the amount so 
received by the taxpayer or such part thereof 
as may be specified by the minister shall, if 
the minister so directs, 

| (d) be included in computing the income 
of the taxpayer for that taxation year, and 
: (e) in the case of a taxpayer who is an 
individual, be deemed to have been received 
by him as a dividend from a taxable corpora- 
aoe within the meaning of section 38 of the 
act. a 

17. That for the 1963 and subsequent tax- 
ation years where, in the case of two or 
more corporations, the minister is satisfied 

(a) that the separate existence of those 
corporations is not solely for the purpose of 
carrying out the business of those corpora- 
tions in the most effective manner, and 

(b) that one of the main reasons for such 
separate existence is to reduce the amount 
of taxes that would otherwise be payable 
under the act 
the two or more corporations shall, if the 
minister so directs, be deemed to be asso- 
ciated with each other. 

18. That for the 1963 and subsequent 
taxation years 

(a) a business loss incurred in a previous 
year by a corporation may not be deducted 
in a taxation year if 

(i) the business in which the loss was 
sustained by the corporation was not carried 
on by it in the taxation year, and 

(ii) in the period between the end of the 
year in which the loss was sustained and 
the end of the taxation year control of the 
corporation has changed hands, and 

(b) a business loss incurred by a corpora- 
tion in a taxation year may not be deducted 
in computing the income of the corporation 
for that taxation year if the business in 
which the loss was sustained by the corpora- 
tion was wound up or discontinued, and after 
such winding up or discontinuance control 
of the corporation passed to a person or 
persons who did not control the corporation 
in the year at any time when the business 
in which the loss was sustained was carried 
on; 
but this paragraph is not applicable where 
the change of the control of the corporation 
occurred prior to June 14, 1963. 

19. That for the 1963 and subsequent taxa- 
tion years section 18 of the act, which 
provides rules in the case of any lease option 
agreement, hire purchase agreement or other 
contract or arrangement for the leasing or 
hiring of property, be repealed, and appro- 
priate transitional provisions be enacted in 
respect of any such contract or arrangement. 


20. That for the 1963 and subsequent taxa- 
tion years the benefits received by an em- 
ployee from his employer’s contribution to 
a group life insurance plan that are at pres- 
ent excluded from income be excluded only 
if such contribution is in respect of group 
term life insurance. 

21. That, with respect to any annuity con- 
tract entered into after June 13, 1963, that 
part of the proceeds of the contract that 
consists of interest accumulated prior to the 
date on which the annuity commences be 
included in computing income of the recipient 
unless such proceeds are received as a life 
annuity or as a refund of premiums upon 
the death of the holder of the annuity con- 
tract. 

22. That for the 1962 and subsequent taxa- 
tion years the manner of taxing a bankrupt 
corporation, a bankrupt individual and a 
trustee in bankruptcy be revised and in 
particular 

(a) that the trustee be deemed to be the 
agent of the bankrupt person for all purposes 
of the act; 

(b) that section 63 of the act not apply 
in the case of any income of the trustee from 
dealing in the property of the bankrupt 
person or from carrying on the business of 
the bankrupt person; 

(c) that the income of the bankrupt per- 
son be computed as if upon the occurrence 
of the bankruptcy the property of the bank- 
rupt person did not pass to and vest in the 
trustee; and 

(d) that the trustee be liable for payment 
of any tax payable by the bankrupt person 
to the extent of the property of the bankrupt 
person in the possession of the trustee. 


EXCISE TAX ACT 


Resolved that it is expedient to introduce 
a measure to amend the Excise Tax Act and 
to provide among other things: 

1. That the present exemption from sales 
tax for certain building materials be with- 
drawn by repealing the exemption for all 
goods mentioned under the heading “Building 
Materials” in Schedule III of the said act 
and by repealing the exemptions for 

(a) “Fire brick, plastic refractories, high 
temperature cement, fire clay and other re- 
fractory materials and materials to be used 
or consumed exclusively in the manufacture 
of such fire brick or refractory materials;” 


(b) “Creosote oil and other wood preserva- 
tives when for use exclusively in the treat- 
ment of timber, poles or lumber;” 


(c) “Seventy-five per cent of the sale price 
if manufactured in Canada, or seventy-five 
per cent of the duty-paid value if imported, 
of trailers for use as homes;” 
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(d) “Railway ties;” 

(e) “Goods for use as part of sewerage and 
drainage systems, and articles and materials 
to be used exclusively in the manufacture 
thereof;’’. 

2. That any enactment based on paragraph 
1 of this resolution provide that 

(a) goods for use as part of sewerage and 
drainage systems be exempt from sales tax 
when sold to or imported by a municipality 
for its own use and not for resale, 

(b) any transfer of a sewerage or drainage 
system to a municipality by any person within 
two years after the completion thereof, pur- 
suant to a by-law of or agreement with that 
municipality under which that person is re- 
quired to install such system and transfer it 
without charge to that municipality after the 
completion thereof be deemed, for the purpose 
of section 46 of the said act, to be a sale to 
the municipality for its own use and not for 
resale of goods for use as part of a sewerage 
or drainage system, 
and that any agency operating a sewerage or 
drainage system for or on behalf of a munici- 
pality may be declared by the minister to be 
a municipality for the purposes of this para- 
graph. 

3. That any enactment based on paragraph 
1 of this resolution provide that drain tile 
for agricultural purposes and materials to be 
used exclusively in the manufacture thereof 
be exempt from sales tax. 

4. That the present exemption for certain 
machinery and apparatus to be used in man- 
ufacture or production be withdrawn by re- 
pealing the exemption for all goods mentioned 
under the headings “Machinery and Appara- 
tus to be Used in Manufacture or Production” 
and “Engines” in Schedule III of the said 
act and by repealing the exemptions for 

(a) “Seismic shot-hole casing and materials 
used in the manufacture thereof;” 


(b) “Materials (not including grease, lubri- 
cating oils or fuel for use in internal com- 
bustion engines) consumed or expended 
directly in the process of manufacture or 
production of goods.” 

(c) “Diesel fuel oil when used in internal 
combustion engines used in logging opera- 
ee and in the manufacture of rough lum- 

er.’ 

(d) “Diesel fuel oil when used in internal 
combustion engines at mines to generate 
electricity for use in mining operations and 
other purposes connected therewith.” 

(e) “Tires and tubes for use exclusively on 
the machinery enumerated in Customs Tariff 
item 41la.” 

(f) Goods enumerated in Customs Tariff 
items 364, 399a, 399b, 399c, 41la, 417, 431h, 
439c, 666, 667, 848, 848a and 848b. 

5. That any enactment based on paragraph 


4 of this resolution provide that traction 
engines for farm purposes and accessories 
therefor (not including machines and tools for 
operation by such engines) and complete parts 
of all the foregoing, and materials to be used 
exclusively in the manufacture of the said 
engines, accessories or parts be exempt from 
sales tax. 

6. That any enactment based on paragraph 
4 of this resolution provide that farm wagons, 
including four-wheeled farm wagons equipped 
to be tractor drawn and farm sleds, and 


materials to be used exclusively in the manu- 


facture thereof be exempt from sales tax. 

7. That feeds for fish, supplements for ad- 
dition to such feeds, and materials to be used 
exclusively in the manufacture of such feeds 
or supplements be exempt from sales tax, 

8. That the exemption from sales tax for 
materials for use in the equipment and re- 
pair of ships over ten tons net register ton- 
nage be restricted to materials for use in the 
equipment and repair of ships to be used 
exclusively for commercial purposes. 

9. That the present exemption from sales 
tax for “Bakers’ cakes and pies including 
biscuits, cookies or other similar articles;” 
be changed to read ‘Bakers’ cakes and pies 
including biscuits, cookies and similar articles 
but not including simulated chocolate bars 
or candy bars;”. 

10. That the export duty of three one- 
hundredths of one cent per kilowatt hour on 
electrical power exported from Canada be re- 
pealed. 

11. That the said act be further amended 
by adding thereto the following part: 


PART III 
Securities Sales Tax 
11. GQ) In this™Part 


(a) “designated corporation” means a cor- 
poration that was at the relevant time resident 
in Canada, any of the shares of which of any 
class were, within a period of two years 
immediately before that time, listed on a stock 
exchange; 

(b) “eligible purchaser” means any pur- 
chaser of shares of a designated corporation 
who was at the relevant time 

Gi) an individual resident in Canada who. 
had been resident in Canada for a period of 
not less than two years immediately before 
that time, 

(ii) a corporation resident in Canada having. 
a share capital, in any case where the number 
of votes attaching to the shares of the cor- 
poration that were owned by one or more 
individuals or corporations described in any 
of subparagraphs (i), (iii), or (iv) or this sub- 
paragraph, exceeded 50 per cent of the total 
number of votes attaching to all of the shares. 
of the corporation, and where, by reason of the 
beneficial ownership of any shares or other 
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securities of the corporation or any agree- 
ment in writing, one or more individuals or 
corporations so described were in a position 
to or were entitled to elect or cause to be 
elected a majority of the directors of the cor- 
poration, 

Gii) a corporation resident in Canada 
having no share capital, a majority of the 
directors and of the other members of which 
were individuals described in subparagraph 
CQ) .OF 

iv) and individual or corporation wherever 
resident who purchased the shares of the 
designated corporation as a trustee under an 
employees’ pension plan or under any trust 
constituted exclusively for charitable pur- 
poses, the right of appointment or removal of 
whom was exercisable by one or more indi- 
viduals or corporations described in any of 
subparagraphs (i), (ii) or (iii); 

(c) “resident vendor’ means a vendor of 
shares of a designated corporation who was 
at the relevant time resident in Canada; 

(da) “share” as applied to any corporation 
means a share of that corporation of any class, 
other than a share 

G) the owner of which is entitled only to a 
fixed cumulative preferred dividend, and 

(ii) to which no vote is attached under any 
circumstances, or to which a vote is attached 
only in the event that any dividend described 
in subparagraph (i) is in arrears for a period 
of not less than two years; and 

(e) “stock exchange” means 

(Gi) the Canadian Stock Exchange, 

(ii) the Montreal Stock Exchange, 

(iii) the Toronto Stock Exchange, 

(iv) the Winnipeg Stock Exchange, 

(v) the Calgary Stock Exchange, and 

(vi) the Vancouver Stock Exchange; 

and such other stock exchange or ex- 
changes in Canada as may from time to time 
be designated by the governor in council 
for the purposes of this part. 

(2) For the purposes of this part, the votes 
attaching to any share of a corporation are 
the votes that under any voting rights an- 
nexed to that share may, either upon the 
happening of a particular event or otherwise, 
be exercised by the owner thereof. 

(3) A reference in this part to a person 
resident in Canada includes a person who 
was at the relevant time ordinarily resident 
in Canada, and in determining the residence 
of a person for the purposes of this part the 
provisions of the Income Tax Act applicable 
to any such determination for the purposes 
of that act apply mutatis mutandis. 

12. (1) There shall be imposed, levied and 
collected a securities sales tax of 30% on the 
sale price of all shares of a designated corpora- 
tion sold by a resident vendor to a person 
other than an eligible purchaser, payable by 
the vendor within thirty days of such sale. 


(2) No tax is payable under this part in 
respect of shares of a designated corporation 
sold by a resident vendor to a person other 
than an eligible purchaser through a stock 
exchange in any day where the total sale 
price of all shares of that corporation so sold 
by the vendor to all persons in that day does 
not exceed $50,000. 

13. The issue by a designated corporation 
to any person of any shares of that corpora- 
tion pursuant to a warrant, option, right or 
conversion privilege entitling the owner or 
holder thereof to purchase or otherwise 
acquire those shares shall, except where the 
warrant, option, right or conversion privi- 
lege was outstanding on or before the 13th 
day of June, 1963, be deemed for the purposes 
of this part to be a sale by the corporation 
to that person of those shares, and in relation 
thereto the sale price of those shares shall 
be deemed to be the consideration paid or 
agreed to be paid for those shares plus the 
fair market value, immediately before the 
issue of the shares, of the warrant, option or 
right, or of the security carrying the con- 
version privilege, pursuant to which the 
shares were issued. 

14. A sale by a designated corporation to 
any person of all or substantially all of the 
property used by the corporation in carrying 
on its business in Canada shall, for the 
purposesi of this part, be deemed to be a sale 
by the corporation to that person of shares 
of the corporation, and in relation to such 
shares the sale price thereof shall be deemed 
to be 

(a) the consideration paid or agreed to be 
paid for the property so sold, in any case 
where that property was sold to a person 
with whom the corporation was dealing at 
arm’s length; and 

(b) the fair market value of the property 
so sold, in any other case. 

15. Where, by reason of the reorganization 
of, or the merger or amalgamation with 
another corporation of, a designated corpora- 
tion (which reorganization, merger or amal- 
gamation is hereinafter referred to as a 
“substitution” and which designated corpora- 
tion is hereinafter referred to as the “old 
corporation’’), 

(a) the total number of votes attaching 
immediately before the substitution to all 
shares of the old corporation owned by indi- 
viduals or corporations described in any of 
subparagraphs (i) to (iv) of paragraph (b) 
of subsection (1) of section 11 (which indi- 
viduals or corporations are hereinafter 
referred to as “eligible shareholders’’), 
expressed as a percentage of the total num- 
ber of votes attaching at that time to all of 
the shares of the old corporation, 
is greater than 
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(b) the total number of votes attaching 
immediately after the substitution to all 
shares of the reorganized corporation or of 
any corporation formed as a result of the 
merger or amalgamation (which reorganized 
corporation or corporation so formed is here- 
inafter referred to as the “new corporation’’) 
owned by eligible shareholders, expressed as 
a percentage of the total number of votes 
attaching at that time to all of the shares 
of the new corporation, 
the substitution shall, for the purposes of 
this part, be deemed to be a sale to the new 
corporation of the shares of the old corpora- 
tion by each of the persons who immediately 
before the substitution owned any shares 
thereof, and in relation to the shares thereof 
owned by any such person at that time, the 
sale price of those shares shall be deemed 
to be the fair market value at that time of 
shares of the old corporation, equal in num- 
ber to 

(c) the number of shares of the old cor- 
poration owned at that time by such person, 
multiplied by 

(d) the quotient obtained by dividing 

(i) the percentage number by which the 
percentage obtained under paragraph (a) 
exceeds the percentage obtained under para- 
graph (b) 
by 

(ii) the percentage number obtained under 
paragraph (a). 

16. (1) Subject to subsection (2), every per- 
son who, being a resident vendor, sells any 
shares of a designated corporation other than 
shares of a designated corporation in respect 
of which no tax is payable under this part 
by virtue of subsection (2) of section 12 shall, 
within one month of such sale, file a return 
with the minister stating, with respect to 
the sale, 

(a) the name of each of the parties to the 
sale; 

(b) the address of each of the parties to the 
sale including, in the case of a corporation, 
the address of the head office of the corpo- 
ration and of its principal place of business, 
if any, in Canada; and 

(c) particulars of the sale including the 
date of the sale, the sale price of the shares 
of each class so sold and, where applicable, 
the number of shares of each class so sold; 
together with such further or other infor- 
mation or particulars as may be required by 
the regulations. 


(2) The return required by this section 
to be filed by the minister may, in the 
case of a sale of shares deemed by section 
15 to have been made to any corporation 
referred to in that section as a new corpo- 
ration, be filed with the minister by that cor- 


poration on behalf of each of the persons 
resident in Canada by whom the sale was 
deemed so to have been made, and where any 
return is so filed by that corporation no re- 
turn is required by this section to be filed 
by such persons with respect thereto. 

17. There may be attached to any return 
filed with the minister as required by section 
16 relating to the sale of any shares a certifi- 
cate of identification as to the purchaser 
thereof, 

(a) signed, 

(i) where the purchaser thereof is an in- 
dividual, by that individual, and 

(ii) where the purchaser thereof is a corpo- 
ration, by a responsible officer of that corpo- 
ration; and 

(b) stating that, at the time of the sale, 
such individual was, or to the best of such 
officer’s knowledge, information and belief 
such corporation was, as the case may be, 
an eligible purchaser within the meaning of 
this part. 

18. Where, in any month the number of 
sales of shares of a particular designated 
corporation made by a resident vendor with 
respect to which a return would otherwise 
be required by section 16 to be filed with the 
minister exceeds fifty, the vendor may, in 
lieu of filing a return under section 16 with 
respect to each such sale made in that month, 
file with the minister, within thirty. days after 
the end of that month, a return setting forth 
with respect to all such sales made in that 
month, 

(a) particulars as described in paragraphs 
(a) and (b) of subsection (1) of section 16 as 
to the vendor; 

(b) the total number of shares of the 
corporation of each class so sold, for which 
the vendor holds certificates under section 17 
indicating respectively that the purchaser or, 
in the case of a sale made to a number of pur- 
chasers jointly, that each such purchaser was 
an eligible purchaser within the meaning of 
this part, and the total sale price of those 
shares; and 

(c) the total number of shares of the 
corporation of each class so sold, for which the 
vendor does not hold certificates as described 
in paragraph (b), and the total sale price of 
those shares; 
together with such further or other informa- 
tion or particulars as may be required by the 
regulations. 

(2) Subsection (1) does not apply in re- 
spect of any sale of shares in the case of 
which a return may be filed as provided in 
subsection (2) of section 16. 


19. Where, 

(a) in the case of any return filed with the 
minister as required by section 16, no certifi- 
cate of identification under section 17 as to 
the purchaser of the shares to which the 
return relates is attached thereto or, in the 
case of a return under section 18 filed with 
the minister, no certificate of identification 
under section 17 as to the purchaser of any 
particular shares to which the return relates 
is held by the vendor, or 


(b) the certificate. attached to the return 
or held by the vendor, as the case may be, 
does not indicate that the purchaser or, in the 
case of a sale made to a number of purchasers 
jointly, that each such purchaser was an 
eligible purchaser within the meaning of this 
part, 
the purchaser or each such purchaser, as the 
case may be, shall, unless the contrary is 
established, be presumed to be a person other 
than an eligible purchaser. 


20. A document signed by an officer of the 
Department of National Revenue, stating that 
to the best of his knowledge information and 
belief after examining the appropriate records 
of the department a particular corporation 
was at any stated time a designated corpora- 
tion, is admissible in evidence and in the 
absence of any evidence to the contrary is 
proof that such corporation was at that time 
a designated corporation. 


21. (1) Subsection (1) of section 43 does 
not apply in respect of this part. 


(2) Subsection (2) of section 54 applies in 
respect of a certificate attached to a return 
filed with the minister as required by section 
16, or a certificate as to the purchaser of any 
particular shares to which a return under sec- 
tion 18 filed with the minister relates, as 
though such certificate were a return filed as 
required by this part. 


(3) Section 55 applies in respect of a person 
required by section 16 to file any return or by 
whom any return under section 18 is filed with 
the minister, as though such person were a 
person described in subsection (1) of sec- 
tion 55.” 


12. That any enactment founded on para- 
graphs 1 to 9 of this resolution be deemed 
to have come into force on June 14, 1963, 
any enactment founded on paragraph 10 of 
this resolution be applicable in respect of 
electrical power exported from Canada after 
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June, 1963, and any enactment founded on 
paragraph 11 of this resolution be deemed 
to have come into force on June 14, 1963 
and to have been applicable in respect of any 
sales described therein made on or after 
that day. 


13. That the said measure further provide 


(a) that where any tax under part VI of 
the said act has become payable by any 
person in respect of any goods for which 
exemption from tax under that part was 
withdrawn by any enactment founded on 
paragraphs 1 to 9 of this resolution, which 
goods were, before June 14, 1964, sold and 
delivered by that person, or applied by that 
person to a use resulting in the property in 
the goods passing from that person, pursuant 
to a bona fide contract in writing signed by 
the parties thereto before June 14, 1963 that 
provided for the sale of those goods or their 
application to that use for a fixed amount 
stated in the contract and that did not permit 
the adding of the tax to the amount payable 
to that person under the contract, a refund, 
or deduction from any of the taxes imposed 
by the said act, of the tax or such part 
thereof as could not under the contract be 
added to the amount payable to that person 
thereunder may be granted to that person; 
and 


(b) that where any goods for which exemp- 
tion from tax under part VI of the said act 
was withdrawn by any enactment founded 
on paragraphs 1 to 9 of this resolution were, 
after June 13, 1963 and before June 14, 
1964, sold and delivered by any person, or 
applied by any person to a use resulting in 
the property in the goods passing from that 
person, pursuant to a bona fide contract in 
writing signed by the parties thereto before 
June 14, 1963 that provided for the sale of 
those goods or their application to that use 
for a fixed amount stated in the contract 
and that did not permit the adding of any 
tax under that part that became payable 
after June 13, 1963 in respect of those goods 
to the amount payable to that person under 
the contract, an amount equal to the tax or 
such part thereof as could not under the 
contract be added to the amount payable to 
that person thereunder may, where applica- 
tion therefor is made to the Minister of Na- 
tional Revenue by that person before June 14, 
1966 in such form as the minister prescribes 
and the minister is satisfied that such tax 
has been paid, be paid by the minister to 
that person. 
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CUSTOMS TARIFF 

1. Resolved, that schedule A to the Customs 
Tariff be amended by striking out tariff 
items 24, 25, 179, 187c, 409f, 538h(1), 521(1), 
523) 0d) .aed2k(3)eCD),. 0226) pep sagannoe, 
TB SEY Gey BBO, Seiite, BIKE bee, Geter. 
5Sod, = 58871) Daovc2), O40 a) a4 00D), 
540(c), 540(d), 541, 541a, 541b, 541c, 541d, 


542, 542a, 543, 546, 546a, 547, 547a, 548, 548a, 
548c, 549c, 549d, 549e, 549f, 569, 569a(1), 
569a(2), 569a(3), 569a(4), 569a(5), 569a(6), 
569b, 569c(1), 569c(2), 569d(1), 569d(2), 
572a, 610, 798, 812, 812a and 812b, and the 
enumerations of goods and the rates of duty 
set opposite each of these items, and by 
inserting therein the following items, enu- 
merations of goods and rates of duty: 
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FOREWORD 


The purpose of these Papers is twofold: 


1. to present a general economic review of 1962, bringing together in one 
place and in convenient form some of the more comprehensive indicators 
of economic conditions prepared by the Dominion Bureau of Statistics, 
the Bank of Canada and other Government Agencies, together with 
brief comments; 


2. to present a preliminary review of the Government Accounts for the 
fiscal year ending March 31, 1963. 
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Part I 


ECONOMIC REVIEW OF 1962 
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The tables in this Budget Paper are based upon estimates provided by the 
Dominion Bureau of Statistics, the Bank of Canada and other Government 
Agencies. Some of the figures appear for the first time; others have been published 
elsewhere. All 1962 estimates are preliminary and subject to revision. 
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PAWL I 
ECONOMIC REVIEW OF 1963 
GENERAL 


The normal cyclical recovery which had begun in the early months of 1961 
slowed appreciably in the course of 1962. The western grain crop was better than 
average, in contrast to the 1961 crop which was not much more than half the 
recent average and this improvement helped to offset the effects of the slowdown 
in the non-agricultural sector. The Gross National Product in 1962 was about 
8 per cent above that of 1961, but prices rose about 1.7 per cent and consequently 
the increase of G.N.P. in real terms was about 6.2 per cent on a year-to-year 
basis. From the fourth quarter of 1961 to the fourth quarter of 1962 (which 
covers the course of 1962), real non-agricultural output increased by about 4 
per cent. 

In the seven calendar quarters since the recovery began, and for which latest 
data are available, expenditures on goods and services both by persons and by 
provincial and municipal governments rose less rapidly than in comparable peri- 
ods of the two preceding upswings. Investment, while stronger than in the rather 
weak recovery of 1958-1959, failed to provide the continuing stimulus to the 
economy which had characterized the 1954-1956 upswing. Two factors con- 
tributing to the current recovery were an improvement in the current account 
of the balance of payments and the already-noted increase in farm output, 
which was reflected in an accumulation of farm inventories. 

Non-agricultural employment in both goods-producing and service indus- 
tries increased until about mid-1962, and then showed no clear trend to the end 
of the year. For the year as a whole, non-agricultural employment was 3.5 per 
cent higher than in 1961. Agricultural employment continued to decline. The 
increases in employment took place throughout the various regions of the 
country, but were smallest (both in absolute and relative terms) in the Atlantic 
Provinces. For rather special reasons, the labour force grew at a much slower 
pace than in recent years. As a consequence, unemployment declined from over 
7 per cent in 1960 and 1961 to just under 6 per cent in 1962. 

Prices and costs rose slightly more in 1962 than they had in 1961. The de- 
cline in value of the Canadian dollar and the imposition of tariff surcharges at 
the time of the mid-year exchange crisis were contributing factors. At the same 
time prices and costs in other industrialized countries increased more rapidly 
than did Canadian prices and costs. As a result of this and the new exchange rate 
the Canadian competitive position improved. 

The exchange crisis which developed during the spring of 1962 was accom- 
panied by instability in financial markets. On June 24th. drastic measures were 
taken to deal with the situation including the introduction of a fixed Bank Rate 
at 6 per cent, a major reduction in the money supply, and the imposition of tariff 
surcharges. Massive financial assistance was received from abroad. The flight of 
capital was halted and, after an interval, it was induced to return. As capital 
began to flow back, interest rates were reduced from their summer peak and by 
the end of the year were not much above the rates in January. 


The following sections discuss the above developments in more detail. 


THE NATIONAL ACCOUNTS 


NATIONAL INCOME AND PRopUCT 


The Gross National Product rose from the first quarter of 1961 through to 
the fourth quarter of 1962. The expansion during 1961 was fairly rapid, as is 
typical in the early months of a cyclical upswing. By the end of 1961 the expansion 


43 


68993-5—4} 


44 


°S BQBL °F 9}OUOO} 89G(¢) 
*prvog JBVolL_ MA UBIPBUBD dy} JO suoTyBsedo ayy JO JNO Burs sSurusvs pons9v9¥ sapnypouy zy 
"SUOT}BIOdIOD [VIOUBUY-UOU ULIPBUBD-uUOU Jo s}YOId Jou BIOS sapNToUr OsTY ‘ouTOoUI 
SNOVUB][SOSIUE PUB 4S910ZUT ‘JUOI Ul UTVSY PepNjOUT ST 4I JoNpOIg [VUOTYBN Jo Jaw OSTL SI xXv4 SuUIPPOYYIIM oyy vourg “urleyzt sty} 07 ajqvor[dde xv} SurppoyyyL@ sepnyouy 7) 


(916 ‘6&) (F0§ ‘68) (829 ‘8) (ZET ‘8&) (089 ‘28) (ZZ ‘98) (961 ‘98) (961 ‘¢g) cg eee ae me eames ae ee Oe eee tae gS el OCR TOC () Tee eo 
aU1ODU] JON Pons9V Surpnpoxs sao11g yyy 4B yONpoIg [wuoreN ssory) “FI 
zee'te | gce‘on =| recor =| sote6e =| geetse =| Fonte «=| SEE‘ze =| geefge [00 (SIF TI+OI+6+8) sootag 2oHIET 9 JONPOIg [VUOPPEN ssorg “1 
091 — +0I— 0FZ— 0ge— 96¢— 06¢— OF Sp— S saagt AOR te seek BS Pn Fs Se ee et eee ee +++) aypurryse Jo 10419 [BNpIsEy “ZT 
006 ‘F 9S1‘F vOL'F 099 ‘F 829 ‘F 199 'F oLb'P 66h 'P * sqUOUTySN[ PL UOLFEN[VA sNosULT[eosIM PUY SeOUBMOTTE LOIJduINSUOD [BIdED “TT 
912'S POPS AAAS CGi'S 0c0‘¢ bE 'f 9¢9 ‘} 96S ‘F >» die «¢ bie cme 5 nC «Won ¢ ih 6 a bie mais © 0% «5.6 wR se slate 66)» ace hae selpisqns S89] SOxBy yoollpuy OI 
9E2°TE 089° 0¢ CGE ‘OE SIT OE FFS‘6e FFS‘8z 086° L2 Chie: a ae a SS (S+L+9+6+4+€+2+ 1) sulosu] [euOEN “6 
8F— 961— 9LI— 80T— Bei trI— og— 9¢ 3" wey eS ay en Gh "7" """*)quaurysn{[pe UOTZEN|BA ALOJUBAUT °“g 
P8E°S FFE 098 °S CEP‘ SPSS 00F ‘Z ¥OE'S PSI ‘Z ar ssouIsnq peyesodso0ouIUN UIAe]-uOU JO BUTOOUT YAN *Z 
916 ‘T GSP‘ OZ ‘T OIF 'T 916 666 66 OFO‘T ()woryonpord ULIG] WO} S10}ZBIdO WI] JO VUIODUT You pansooy 9 
826 'S 031° GELS 669% oIL SEL BIG ‘3 OO SRE a ti is a ame ga ‘QUIOOUT JUOUTSEAUT ShOsUL|[adSTUA PUT “4SeL03UT ‘ yuoy “¢ 
9ss— 6Ig— Bud a 925 — ocs— 8Pg— GES— 982= ee a eee ay “""**qysqjueptsel-uou 09 pred spusprarq :yonpeq “pF 
896'¢ GLL‘S 968‘ OGLE CESS G19 S For'S CL6‘S s}Uaptses-uoU 04 pred spuaprarp a10joq pu sexe} o10jaq syyoud uoresodi0g “¢ 
gcc 009 88¢ 009 $9G 09g PFS ZES i i er SOOUBMOT[B pus Ard STOUT “7 
8ZL ‘0Z 00¢ ‘06 896 ‘0% 0F6 ‘61 6Eo ‘61 FPS 61 806 ‘ST SSCEC Te lS ae ee oy eS pee surooul inoqe] Arejueureddns puw ‘sarees ‘sosBAy “| 


(srB][Op JO suOTTITI) 


OF lee ee Sj}. SOc |. -=01 Cre ee Os = le Oss Tl = OT 
2961 Areururtje1g 1961 


(seyey [enuuy 4B poysnfpy A]|[euosveg) 
LONGOUd TVYNOILVN SSOUD ANV AWNOONT TYNOILVN 
T HTAVL 


45 


‘GROSS NATIONAL EXPENDITURE 
IN CURRENT AND CONSTANT (1957) DOLLARS" 
; 1949—1962 — 
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began to moderate and throughout 1962 was less than during the preceding year. 
(See Table 1 and the accompanying chart.) In 1962, there was an improved agri- 
cultural output. As a result of drought conditions in the Prairies the grain crop 
in 1961 was far below normal, while in 1962 the western wheat crop amounted 
to 540 million bushels, about double that of the preceding year. Agricultural 
prices in 1962 were higher, and the combination of better crops and higher 
prices added about $400 million to the Gross National Product, which rose by 
8 per cent. Prices were 1.7 per cent above 1961, while the volume of economic 
activity rose by 6.2 per cent. The accompanying chart and Table 5 show that 
since the beginning of 1961 the gains in the value and volume of output exceeded 
that of the immediately preceding upswing in 1958-1959 but were below those 
of 1954-1955. By the fourth quarter of 1962, the volume of non-farm real output 
was almost 10 per cent above the low point of activity in the first quarter of 
1961 and had exceeded the previous cyclical peak by 9 per cent. 


In 1962, output in the goods-producing industries was about 8 per cent 
above 1961. The increases in output during 1962 were considerably smaller 
than those which took place during the initial period of the upswing in 1961. 
Apart from agriculture, output in 1962 in other goods industries was between 6 
and 7 per cent above 1961. This gain was distributed among all major industries. 
Manufacturing production rose by 8 per cent with durable goods production 
showing an increase of 11 per cent. Part of the explanation of this is the more 
volatile nature of durable goods production, with this group declining more 
rapidly in downswings and increasing more rapidly in upswings. Nevertheless, 
by the fourth quarter of 1962 output in durable goods industries was 12 per 
cent above the previous cyclical peak in the first quarter of 1960, while, as 
previously noted, non-agricultural output increased by 9 per cent during this 
thirty-three month period. 
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VOLUME OF NON-AGRICULTURAL OUTPUT 


(COMPARISON OF YEARS 1953-1957,1957-1960, 
1960-1962 WITH PRECEDING PEAK OF ACTIVITY =100) 
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Output in the non-durable goods sector was about 5 per cent higher in 1962 
than in 1961. There was almost no change in non-durable goods output in the 
course of 1962. In the year-over-year comparison, the largest gains were made in 
rubber products, clothing, textile, paper products, petroleum products and 
chemical industries. Other non-durable goods industries showed more moderate 
gains in the same comparison. 


The forestry, fishing and trapping industries also showed year-over-year 
increases. The output and distribution of electric power and gas utilities rose 
by more than 6 per cent, or about in line with total real output, in the year- 
over-year comparison. In the construction industry, output was about 13 per cent 
higher in 1962, due mainly to increased activity in housing. 


Mining output in 1962 was 8 per cent above 1961. The gains were somewhat 
uneven. Production of metals did not increase as much as other sections of the 
industry: there was some gain in copper output, while nickel output was very 
much higher in the first half of 1962 than in 1961, but fell below year-earlier 
levels in the second half in the light of inventory adjustments. Output of non- 
metallic minerals, especially asbestos, increased, as did output of fuels, notably 
natural gas and petroleum, where exports to the United States increased, along 
with domestic consumption. Iron ore output also increased, reflecting increasing 
foreign as well as domestic demand and the opening up of new facilities. Output 
of zinc showed some gain, while that of lead and uranium declined. 


_ Output in the service industries rose by about 4 per cent in 1962, about in 
line with the average rate of increase in the past decade. 


mens to the flow of incomes in 1962, all major groups showed increases 
over 1961. 


_ Corporation profits typically drop sharply during cyclical downturns and 
rise very sharply in the early stages of an upswing. Profits increased by 29 per 
cent from the first to the fourth quarter of 1961 and then maintained a fairly 
level rate of about $3.8 billion throughout 1962, which was 11 per cent above the 
average of 1961. In the fourth quarter of 1962 profits were close to $4 billion. 
The increases in profits may be attributed to expansion of output, relative sta- 
bility of costs and the reduction in the exchange rate of the Canadian dollar. 
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Labour income rose to an annual rate of $20.7 billion in the fourth quarter 
of 1962, almost 12 per cent above the first quarter of 1961. During this period, 
average hourly earnings in manufacturing rose by about 54 per cent while the 
length of the work week increased by one per cent. The number of non-farm 
employees was 5.5 per cent higher in the fourth quarter of 1962 than in the 
first quarter of 1961. 


Rent, interest and miscellaneous investment income and net income of non- 
farm unincorporated business all increased in 1962. 


Net farm income, which includes changes in farm inventories, showed a very 
large increase over 1961, due mainly to the big increase in the western grain 
crop. Net farm income averaged $1.4 billion, about 43 per cent above the low 
level of 1961. F'arm cash income was maintained in 1961 by a substantial drawing 
down of farm stocks. In 1962 farm inventories increased moderately. Farm cash 
income in 1962 was 4.3 per cent above that of 1961. 


NATIONAL EXPENDITURE 


Since the beginning of the upswing in the early months of 1961, all of the 
major components of demand have shown some increase. Accompanying Tables 
4 and 5 provide analytical detail of the components of Gross National Expend- 
iture for the first seven quarters of upswing following the low points of activity 
in 1954, 1958 and 1961. These tables supplement and fill out the broad picture 
outlined in the chart on page 7. Table 4 shows how much the absolute change in 
the various G.N.E. components contributed to the total change in G.N.E. (and 
output). Table 5 shows the percentage change in the G.N.E. components for 
the relevant seven quarter periods. 


As may be seen from Table 4, the most important contributors to the current 
upswing in demand have been consumer demand, exports, and outlays by prov- 
incial and municipal governments for goods and services (including large sums 
for capital outlays financed by the federal government). Business investment 
has played only a modest role so far, as the relative increase in non-farm business 
inventories has been smaller than in preceding upswings. Imports have supplied 
a much smaller amount of increase in total demand in the upswing so far, 
compared to earlier upswings, and domestic output has consequently been 
that much larger. 


TABLE 4 


PER CENT CONTRIBUTION OF GNE COMPONENTS TO TOTAL CHANGE IN 
GNE SEVEN QUARTERS AFTER TROUGH 


1954-1956 1958-1959 1961-1962 


Personal expenditure on consumer goods and services........ 43.0 60.1 45.8 
; Non=Direbla goods: Saas. eae eh act i Bes 18.0 23.0 21.4 
LIULGDLE: Godse Wine Meco See en ene: thet) Bes 9.6 
SEHULCES TA ONS Re eee Ee cee ee TAS 81.8 14.8 
Government expenditures on goods and services............. 12.8 16.7 14.0 
| Ys Pig te pes oot nen So me temenenme eiety en « tenis econ aellbnds 1.9 —1.3 —0.4 
Provncialiand Municipal rae .. $oeadebe eae he nee 10.9 18.0 14.4 
Dew Tesid ential COUSULUCHION wea cc des: Ghee eck eben ee 8.2 2.6 Si 
New non-residential construction..............cccceeceeeees 11.4 —6.7 10) 
New machinery-and equipments sa sccscco0c0uscse + cdtheeins 7.6 Sub 5.3 
Non-farm "pusingssanventoricaas sore heat e oakek. eee 2567 27.6 ono) 
Farm inventories and grain in commercial channels......... 7.38 22d 12,2 
Hxports:of goods and services. /aeee enters 6 Sam een ee: 20.8 20.3 23.9 
Imports of goods and services (—)..acecsereccsoncesersecs —36.8 —26.4 —9.4 
GN Er (Cx? Crror) Cee ne Oe RO ee ne tee 100.0 100.0 100.0 


Trough periods are 2Q 1954, 1Q 1958 and 1Q 1961. 
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For the seven quarters since the upturn of early 1961, the increase in exports 
of goods and services has exceeded the increase in imports of goods and services. 
Because of this the economy has received a net stimulus from international 
trade since the beginning of the upturn. By contrast, in the first seven quarters 
of the two preceding upswings, the balance of international trade acted in the 
opposite direction. 

Table 5 shows that the expansionary effect of the balance of payments in 
the current upswing has come about both from the export side as well as the 
import side. The increase in exports of goods and services currently has exceeded 
that of 1958-1959, although below that of 1954-1955. By contrast, imports of 
goods and services have risen less than exports in the current period, and by 
substantially less than imports in the two preceding periods. Some further 
analysis of this appears in the section on Balance of International Payments. 


TABLE 5 


CHANGES IN COMPONENTS OF GROSS NATIONAL EXPENDITURE OVER 
THREE POST-WAR EXPANSIONS 


(Seven Quarters after Trough) 


1954-1956 1958-1959 1961-1962 


Per cent Per cent Per cent 


change change change 
7 Quarters 7 Quarters 7 Quarters 
after 2Q after 1Q after 1Q 


1954 trough | 1958 trough | 1958 trough 


Personal expenditure on consumer goods and services........ +13.7 +10.5 +9.4 
NGns DUPAb Le: GOGUS sec wx, Rekaes 21S ATOR IeTE eer ROE +10.7 +7.8 +8.7 
Durable GOODS: Aide acs GAME aa GED Hee eRe eS Ae +19.7 +7.9 +18.6 
Services ac. . birt: OST en eee ee Poe ea ne na eee +16.1 +15.3 +7.8 

Government expenditure on goods and services.............. +14.6 +10.3 +9.7 
TP OUOT OL stots cae Me ier TR ee +3.9 —1.7 iZ9! 7 
Provincial and Municipal..........-...:sss0ceccseeeeuee +27.8 +21.0 +16.8 

INGw residential construction. ».ch-ons.ke stale e cc thee 36.0 

New non-residential constructiony:: . 0)... a dbeac des sense Be Sy up (ain 

New machinery BNE GEUIPIMENG den eh hoe 5: ceed ancteome kan eee +19.4 +5.2 +10. 2 

Non-farm business inventories............0..0seceeeeesecnes (+$1308m.) | (+$1008m.) (+$172m ) 

Farm inventories and grain in commercial channels......... (+$372m. ) (+%84m.) (+$596m.) 

Exporteiol good s:and Services... das. .ce cic ste oe seeun nese» +20.7 +11.7 +16.1 ; 

Imports of goods and services. ..........scccecccceccccccecs +33.5 +13.2 ny 5 

Gross National Expenditure at Market Prices...... Pe ‘ 

Final Demand (ex. inventories). o.ee to flee tir Aes ies 

GNE in Constant (1957) Dollars.....00. 00.2 416.8 46.3 +10.8 

Real Non-agricultural Gross Domestic Product............ | +16.0 48.7 +9.7 


_ The role of fixed investment has varied in the first seven quarters of the three 
business upswings. In the current period, the increases in both housing and 
business investment have been greater than in the 1958-1959 period. This partly 
reflects the fact that, in this earlier period, adjustments were taking place follow- 
ing the high levels reached in the investment boom of the mid-1950’s. Compared 
to the 1954-1955 period, investment in the current upswing has been a less 
dynamic force. That is to say, investment has increased at somewhat less than 


the rate of total output, whereas in 1954-1955, the i in j 
as — e increa 
substantially above that of total output. eee 


+f Seon ie spending on goods and services increased somewhat less rapidly 
ining the current expansion than in the two preceding. The entire increase has 
een accounted for by provincial and municipal governments (although it should 


be noted that a substantial 1 
t subs part of the capital outla 
has been financed by the federal Beanies ah ear ie 
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The smaller relative increase in non-farm inventories in the current up- 
swing has already been noted and is related, in part at least, to the ready avail- 
ability of supplies, greater consciousness of costs of carrying excessive inventories, 
improved methods of inventory control and to the adaptation of business de- 
cisions to a non-inflationary environment. The larger increase in farm inventories 
during 1962 reflects the far below average grain crop in 1961 and the larger than 
average crop in 1962. 


Consumer spending rose less rapidly in the current upswing than in the two 
preceding periods (Table 5) and accounted for a considerably smaller share of 
the total increase in G.N.E. than in 1958-1959 and about the same as in 1954- 
1956 (Table 4). In the seven quarters beginning early in 1961, consumer spending 
on both non-durable goods and, in particular, on durable goods (reflecting the 
latest upsurge in new car buying) increased more rapidly than in the 1958-1959 
period, although less rapidly than in 1954-1955. In the current period increases 
in spending on consumer services were below those of the two preceding upswings. 
The slower rise in services is partly attributable to smaller price increases in 
the current period than in the preceding upswings. 


Turning briefly to developments in 1962 alone, the same broad picture 
obtains as that described for the entire expansion begining early in 1961. 


Consumer spending rose moderately throughout 1962, with some variation 
by components. Expenditures on non-durables and services increased generally 
throughout the year, and following an increase in the first half of the year there 
was a decline in durable goods spending in the third quarter, due to a shortage 
of new model cars. For the year 1962 as a whole, new passenger car sales rose 
about 15 per cent to an estimated 504,000 vehicles. Sales of North American 
models rose about 28 per cent, while sales of European models declined by about 
26 per cent. 


Government expenditure on goods and services increased in the first half 
of 1962 and then subsequently declined, due entirely to lower expenditures at 
the federal level, as provincial and municipal expenditures rose in the final half 
of the year. 


Housing outlays were higher throughout 1962, at an annual rate of about 
$1,580 million, 8 per cent above the 1961 average. Housing starts rose in the 
first half of the year and then following some decline remained relatively stable. 
For 1962 as a whole, housing starts were about 130,000, compared with 126,000 
in 1961. Housing completions moved irregularly within 1962, and totalled about 
127,000, compared with 116,000 units in 1961. The number of single dwellings 
started in 1962 showed some decline within the year, while multi-unit dwellings 
(e.g., apartments) showed some increase. Further comments on housing are con- 
_ tained in the section on financial developments. 


Quarterly data on business fixed investment indicate that new non-resi- 
dential construction declined slightly to the third quarter and then rose to about 
the annual rate of $2.7 billion in the fourth quarter, approximately the same 
as the 1961 annual figure. Investment in new machinery and equipment in- 
creased steadily to a rate of $2.8 billion in the last half of the year and for 1962 
as a whole it was about 9 per cent above the 1961 annual average. 


Non-farm inventories showed a small accumulation in the first half of 
1962 and then were built up rapidly at an annual rate of $800 million in the 
third quarter. The following table shows that the accumulation took place at 
the manufacturing and retail levels. 
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TABLE 6 
CHANGES IN NON-FARM BUSINESS INVENTORIES 
(Seasonally Adjusted at Annual Rates) 


1962 

1Q | 2Q 3Q | 4Q | Year 

(Millions of dollars) 
Bannieétaring [0 jt Ue PA on rs ane " 128 —12 396 156 167 
pe O9 Ed kid (ag Re eee eee —52 80 204 144 94 
NOLO UTH DLE! sais cst ae coset et teil: cb oefoetaeee eae 180 —92 192 12 73 
Wholesale. 21).0/ikee: Abe. JHE Be eee —48 —96 72 132 15 
ROGBIL id ghia aguas lara. altzarg te ES Ae Gee ae ae —40 232 388 —16 141 
Gilior [icuserien. <0... ctacre ee tate revseca gtclen terest teers 160 204 —56 —100 52 
ROGAN baits ted coms ee ae ee eae 200 328 800 172 375 


Some of the increase in inventory holdings, which affected a number of 
industries, took place against a rising level of production in manufacturing, 
although the ratio of stocks to shipments increased somewhat. However, the 
rate of increase was too rapid to be accounted for by production needs alone, 
and some of the increase was undoubtedly related to the effects of the exchange 
emergency, which might have resulted in some anticipatory buying. By the early 
months of the fourth quarter, the rapid increase in manufacturing inventories 
came to an end, and for the fourth quarter as a whole, non-farm business 
inventories were being accumulated at a more moderate rate. 


Exports rose in the first half of 1962, were steady in the third quarter, then 
rose again in the fourth. Imports, on the other hand, rose in the first half, were 
steady in the third quarter, then declined in the fourth quarter. The result of 
these movements was that the current account deficit (on the National Accounts 
basis) declined throughout the year from an annual rate of $1.0 billion in the 
first quarter to $0.9 billion in the second and third quarters, and to $0.4 billion 
in the fourth. A more complete analysis of the balance of payments is given in a 
subsequent section. 


PERSONAL INCOME AND ITS DISPOSITION 


Personal income for 1962 was 8.0 per cent above 1961, in line with the in- 
crease in Gross. National Product. During the course of 1962, the expansion of 
personal income was slower than during the earlier part of the upswing in 1961. 
All of the major components showed year-to-year increases. 


TABLE 7 
SOURCES OF PERSONAL INCOME 
[2a ————————————————————————E—————— ee 


coe. Prelim. 
1959 | 1960 | 1961 | 1962 
EE Let ENING oR Bt sien db edie lhc ee ee 5 


(Millions of dollars) 


1. Wages, salaries and supplementary labour income. . 17,459 18, 251 19,068 20,359 
Deduct: Employer and employee contributions to 
aye insurance and government pension 
unds 


pO EUMOSY Fn aaa 23 Nae ee EL — 652 —74 —7 s 
yz Military pay and allowances............0.0.0. 0005 496 on reo 586 
3. hehe ees received by farm operators from farm 
PEOCMCUIOI A as calotee holst pres hide do Mac he Re ees 1,126 1,178 

; ‘at erage cit mcy Makes unincorporated business.... 2,210 2. 213 2 389 2380 
o. interest, dividends and net rental income of : 2 2, 8: 
6. ote payments to persons— ee Nags ng eas ee 

a) Irom government (excluding interest)........ 2,755 

(b) charitable contributions made by corpora- le si Py 

WONG Seatroitine eaters cl naae, oe eM Ce ee 43 40 44 45 


sin etsecq eR 26,036 27,411 28,506 30,794 
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Among the components, wages, salaries and supplementary labour income 
rose throughout the year although at a diminishing rate. Farm income was 
very much higher in 1962 due mainly to a large grain crop following upon the 
small crop in the preceding year. Substantial payments by the Canadian Wheat 
Board-raised farm income considerably in the second quarter of 1962. Income 
of unincorporated business in 1962 was 4.0 per cent above the 1961 annual 
average due to increases in net income from retail trade, construction, community 
services. Interest and dividend payments to persons fell slightly from the fourth 
quarter of 1961 to the first quarter of 1962 and then increased to the fourth 
quarter of the year. The increase during 1962 in transfer payments from 
government (excluding interest) reflected in part the increase in payments from 
the Old Age Security Fund, which more than offset the lower unemployment 
insurance benefit payments. 


TABLE 8 
DISPOSITION OF PERSONAL INCOME 


Prelim. 
— 1959 | 1960 | 1961 | 1962 
(Millions of dollars) 
1. Personal direct taxes— 
(2) IN COMPSUAKES ee MER Nre Foca Sone ie ciastot eee 1,744 1,978 Fp US PHU 
(b) succession duties and estate taxes........... 130 158 144 166 
(c)pmiscellancousidutics wept Eh .ciethin od. aceta. 214 224 236 237 
Motal direct taxes wees san qa yaceceen tee 2,088 2,360 Doll 2,714 
2. Personal expenditure on goods and services— 
Goods— 
(@) mon=durable’ ae 42 ie. aldeh eo tele Merion Waa 11,785 12,257 12,877 
(b)edurables ci see oes oe Mee era 2,678 2,669 2,697 2,913 
Set TACeS eked hart a Peels eis ert CERO H 8,540 9,058 9,532 9,959 
Total consumer expenditures............. 22,591 23,512 24, 486 25,749 
3. Personal saving— 
Total personal saving é:)2)...\Jo0.05..03. 1,357 1,539 1, 509 2,301 
4. Personal Income (1-+2+3)...................000% 26,036 27,411 28,506 30,794 
5. Personal Disposable Income (4—1)................ 23,948 25,051 25,995 28,080 


Personal disposable income followed somewhat the same pattern as personal 
income during 1962 and was 8.0 per cent higher than in 1961. Personal direct 
taxes at all levels of government (including, in addition to personal income taxes, 
succession duties, and miscellaneous taxes) were about 8 per cent higher than in 
- 1961, while personal income tax payments rose 8.3 per cent from the first to the 
fourth quarter. Personal saving, i.e., personal disposable income less personal 
spending, increased from the first to the second quarter, and then declined to 
the end of the year. 


TABLE 9 
PERSONAL SAVING 


= 1956 1957 1958 1959 1960 1961 1962 


Persona] saving as per cent of 
personal disposable income. 6.5 Del fal Oe 6.1 5.8 8.3 
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DISPOSITION OF PERSONAL INCOME’ 


1949 — 1962 
BILLIONS OF DOLLARS BILLIONS OF DOLLARS 
re) - = —s 35 
vos 
PERSONAL DIRECT TAXES ||/|||| ae 30 
30 wu 
Fd PERSONAL SAVING 
4 
| 
PERSONAL EXPENDITURE [| ) 
25 ON TOTAL CONSUMER GOODS < | PERSONAL EXPENDITURE ON 25 
AND SERVICES | { CONSUMER DURABLE GOODS 
20 20 
He 16 
10} 10 
5 5 
0 < 0 


| | | | hivp coamell | 
1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 196I 1962 


(1) SEASONALLY ADJUSTED AND AT ANNUAL RATES 


For 1962 as a whole, personal saving, which includes changes in farm in- 
ventories, averaged 8.3 per cent of personal disposable income. Excluding the 
change in farm inventories, personal saving in 1962 was 7.8 per cent of disposable 
income, compared with 6.9 per cent in 1961. 


SOURCE AND DISPOSITION OF SAVING 


Total saving, which comprises the savings of the personal, business and 
government sectors of the economy, rose from $5.7 billion in 1961 to $6.9 billion 
in 1962. As noted in the previous section, personal saving rose by about $800 
million, and a substantial part of this increase reflected the higher levels of 
personal income which, in turn, was affected by the sharp increase in farm net 
income arising out of the performance of agricultural output in the two years. 
The counterpart to this element in personal saving is included in the accumula- 
tion of inventories in the table on Disposition of Saving. 


TABLE 10 
SOURCES OF SAVING 


a ee Se 


£4 14s 
en 1959 | 1960 | 1961 | Metis 
(Millions of dollars) 
Renmael motererving isan. ol dacesai ti. beacon 1, 35% 1,539 1,509 2,331 
Business gross saving—total... Ste Pein apn 5,185 5,338 5,343 5,723 
(a) Undist ributed corporation profits............ 986 873 778 979 
(b) Capital consumption allowances and miscel- 
} laneous valuation adjustments............... 4, 204 4,459 4,539 4,755 
(c) Adjustment on grain transactions............. —§ 6 "26 =1I 
Inventory valuation adjustment...................... —122 —80 | —67 —132 
Government surplus (+) or deficit (co) Mee Sees) Sa —556 —711 —905 a= Od) 
Residual error of estimate........................... —30 —99 —150 —221 
SOA: Asc ble ae dy a) eee 5,834 5,987 5,730 6,931 


SEERRRAREEEEe ee Oe Ll ee ae 
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Another part of the increase in total saving in 1962 was accounted for by 
business gross saving in the form of larger undistributed corporation profits and 
capital consumption allowances. Table 12 shows the year-to-year change in 
corporation profits. As noted earlier, they showed a cyclical expansion, while 
dividend payments were moderately higher. As a result undistributed profits 
were higher. Business gross saving in 1962 rose 7.1 per cent over 1961. After pay- 
mants of dividends, undistributed profits increased by $201 million and capital 
consumption allowances increased by $216 million. The deficit on combined 
Government Account was lower by $135 million on a year-to-year basis. 


TABLE 11 
DISPOSITION OF SAVING 


—— 1959 | 1960 | 1961 1962 
(Millions of dollars) 

Business gross fixed capital formation................ 6,894 6,692 6, 635 6,954 
Value of physical change in inventories............... 357 361 —144 565 
Surplus (+) or deficit (—) in current account with 

non-residentsy: (2 [cere ee ASN er foe eee A —1, 448 —1, 164 —911 —809 
Residualerrorsy: So sb. Basse) hie Aaa Ee eee 31 98 150 221 

"Tota ae, Nef oe AEE oe OR Se SOE eats 5,834 5,987 5,730 6,931 


As between 1961 and 1962, the additional savings were matched by larger 
outlays for housing, business fixed investment and inventories, and by a smaller 
deficit on current international account. In 1961, as previously noted, the low 
value of the grain crop reduced both personal saving and farm inventories. In 
1962, the accumulation of inventories, both farm and non-farm, provided the 
largest single increase in the disposition of saving. Most of the increase in 
non-farm business inventories occurred in the manufacturing and retail trade 
sectors. More detailed comments on fixed investment and the current inter- 
national account appear in other sections of this White Paper. 


TABLE 12 
CORPORATION PROFITS, TAXES AND DIVIDENDS 


= 1959 1960 | 1961 | 1962 
(Millions of dollars) 


Corporation profits before taxes including dividends 


paldto non-residents-s...c. Va sae, LET AIO... 3,504 3,359 3,460 3,824 
Deduct: Corporation income tax liabilities......... 1,581 1,562 1,612 1,750 
Excess of tax liabilities over tax collections. 156 —104 61 95 
Taxtecllectionsiei tetas 8 .: 1,425 1,666 1,551 1,655 
ASOCPOrAtion proiite aiLer taxes... ese es ose ee. 1,923 1,797 1,848 2,074 
Deduct: Dividends paid out.................00000: 937 924 1,070 1,095 


Undistributed corporation profits...............+-.5. 986 873 778 979 
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NATIONAL SAVING, BY QUARTERS, 1950-1962" 


BILLIONS OF DOLLARS BILLIONS OF Raat 
7.5 3 


1950 195] 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 


() SEASONALLY ADJUSTED AND AT ANNUAL RATES 


INVESTMENT AND CAPITAL EXPENDITURE 


In the past few years, capital expenditures in Canada have amounted to 
about 22.0 per cent of Gross National Expenditure, a figure about in line with 
the earlier postwar years but below the levels and proportions of the period of 
the mid-1950’s. The reasons for this changing level of capital expenditures are 
complex. 


Canada entered the postwar era with an economy unimpaired by war 
damage, vastly extended in scope and depth, and capable of satisfying the needs 
arising from a conjuncture of factors, which led to high levels of investment. 
There were new industries and new skills to meet the accumulation of unsatisfied 
demand for consumer, social and industrial capital, as well as the needs of 
Europe and the rest of the world. The Korean War and the period immediately 
following brought with them new developments which gave additional emphasis 
to investment in Canada, particularly in resource areas. For example, world 
political developments, the increase in world commodity prices, the large scale 
stockpiling programmes and the high level of demand in the United States for 
industrial materials, all led to rapid increases in capital outlays and to the de- 
velopment of sources of raw materials in Canada. 


The demands made on the Canadian economy led to sharp increases in 
imports of goods, services and know-how, and large numbers of trained immi- 
grants entered the country to meet these greatly expanded manpower needs. 


. However, some investments by large scale enterprises, with strong financial 
positions, are often made with a very long time horizon and, because of this, 
some major classes of investment, over short periods of time, often tend to out- 
strip demand. In part this may be due to the over-optimism of some investors, 
at least in the short-run, and also to the excess capacity which results, from 
time to time, in a country growing up to its facilities. This has been the case 
in Canada over the past few years. Expectations have not been completely 
fulfilled as prices of primary products receded and alternative sources of supply 
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were developed by other countries. Capacity was being added at a rate in excess 
of the current growth of markets, both domestic and foreign; as a result of all 
these factors, private business investment declined, both absolutely and as a 
proportion of G.N.E. 


Adaptation to a different ratio of business investment in a country of vast 
spread and scattered resources requires a high degree of flexibility. The resources 
industries themselves were less affected, since they are by nature highly produc- 
tive and, in any event, were favoured by strong market conditions. The manu- 
facturing industries experienced greater difficulties. Their costs had risen as a 
result of the pull of wages and costs in the booming resource industries. Canadian 
manufacturing has always faced problems arising from the limited size of the 
domestic market. It can prosper only when it can capture larger markets by being 
competitive both at home and abroad. Rising costs compounded by a high ex- 
change value for the Canadian dollar soon began to manifest themselves when 
the rest of the world restored its productive capacity. 


Subsequent to 1957, business fixed investment declined, for reasons just 
described, about 15 per cent, and total investment moved downward to about 
22 per cent of Gross National Expenditure. By 1962, the volume of total invest- 
ment was still 7 per cent below that of 1957. On the other hand, investment in 
housing and social capital absorbed a fairly steady proportion of total Gross 
National Expenditure. (See Table 13.). Investment in housing and social capital 
represents between one-third and one-half of all capital expenditure and includes, 
in addition to housing, outlays by government departments, institutions (e.g. 
hospitals and schools) and municipal waterworks. Investment in housing and 
social capital responds to population growth and migration, urbanization, 
increases in educational standards, and new policies, among others. 


TABLE 13 
INVESTMENT AS A PERCENTAGE OF GROSS NATIONAL EXPENDITURE 1948-1962 


Total Private Housing Business Invest- 

oa and Public and Social ment, Private 

Investment Capital ® and Public® 
RR oa ok Gone his os BA Ve ee 20.4 7.8 12.6 
BOSO ARR Le ecteat Seer, 3oe Ss) Re eet eh 2Os7 8.7 13.0 
D § ORS  S S e aeee ee ne ee ee neee e en 21.9 8.9 13.0 
ROSES IIE Et AEE SOE ORC RE: REN 22.4 8.6 13.8 
2 ee 22.9 9.0 13.9 
|| eR a gta... 2 singh ete ape, pees hg = soar 23.9 9.4 14.5 
ROE EE. 5 SERIES ER OA LS Sees See 23.0 9.6 13.4 
Tie) ores rhe. go cuca mere Rhy 2 23.0 9.8 13.2 
Es i eae ee ee NE ee 26.3 9.9 16.4 
SANT 8 er aes . heed ase te eee * ont! O73 9.6 17.7 
peers Steet STN ae et ee eee, Sewer STE LOT, 25.4 10.6 14.8 
BUNS ch 50> A ohn. hes See th aE bed A 24.1 10.4 137 
es oe = etop rere ee Be eyker eS, Ball Ay 22.8 9.4 13.4 
SOR OSES. a ara ee cas Se ee be 21.8 9.1 12.7 
a a PN i 21.6 9.4 12.2 


® Tneludes housing, outlays by government departments, institutions and municipal waterworks. 
“) Includes government business enterprises. 
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Turning to 1962, total private and public investment amounted to $8,738 
million, 6.9 per cent above the level of 1961. Increased fixed investment in 
agriculture, manufacturing, institutions and government accounted for most. of 
the increase. Capital expenditures by private business enterprises rose by 
4.9 per cent in 1962. 


PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


BILLIONS OF DOLLARS 1949 — 1962 BILLIONS OF DOLLARS 


10 10 


CURRENT DOLLARS 


8 ; CONSTANT(1957) DOLLARS 
BUSINESS GROSS FIXED = 
CAPITAL EXPENDITURE 
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Capital investment in agriculture increased 12.6 per cent, largely reflecting 
additional spending from higher farm incomes. In mining, an increase in demand 
for durable equipment more than accounted for increased investment in that 
sector of 6.5 per cent. In the manufacturing sector, increases in primary metals, 
metal fabricating, petroleum and coal products more than offset lower invest- 
ment in food and beverages, wood, chemical and chemical products. 


' Capital expenditures in transportation, storage and communication declined 
in 1962, reflecting divergent movements. Investment by telephone utilities in- 
creased by $48 million while air transport, warehousing, oil and gas pipelines 
were down by approximately $135 million, due, in large part, to the completion 


of some major projects in 1961. Railroad investment also declined somewhat 
in 1962, 


The increased investment in institutional services was entirely accounted 
for by larger capital investment in educational institutions which rose by $193 
million compared with 1961. Outlays for technical and vocational schools 
accounted for a large part of this increase. Capital expenditures on housing 
were up 8.2 per cent in 1962 reflecting the completions during the year of 
housing starts that had been made in increased numbers in late 1961, and 
supplemented by an increase of 4.5 thousands of units of housing starts. 


Capital expenditures in government departments rose 5.1 per cent in 1962. 
Increases in departmental outlays of provincial and municipal governments more 
than offset reduced investment outlays at the federal level. 


59 


TABLE 14 
PRIVATE AND PUBLIC CAPITAL EXPENDITURE 


Prelim. 
— 1959 | 1960 | 1961 | 1962 


(Millions of dollars) 


Apricultureand| feming ee csr ne roi aares ke cart oe 539 550 576 648 
Glatt yam aimncecn ew atrrcet ere ier eT 48 54 50 53 
Mining, quarrying and oil wells....................-. 342 400 449 478 
Mantiacturinge, s).) eect. beeen eae ee ee 1,144 1,178 1,085 fool 
Electric power, gas and water works................. 766 688 710 748 
Transportation, storage and communications......... 1,076 1, 084 988 885 
Gonstruction industry +4... See gs. ee boeken 145 130 136 143 
Trade, finance and commercial services.............. 833 875 847 847 
Tnstitutions>, Sees tO ReRee ee eee Oe 536 573 617 808 
HOUSIN@ eee i ee ee eee 1e 752 1,456 1,467 1,587 
Government departmentssess acne ae ines 1,236 1,274 1,247 1,310 

Total Capital Expenditure................. 8,417 8,262 8,172 8,738 


Total Capital Expenditure as a percentage of 
Gross National Expenditure................. 24.1 22.8 21.8 21.6 


Index of total Capital Expenditure in Constant 
Wollars 957 == 100) cepkercetiae ate cae ecamiieters © «as 93.5 90.2 89.6 93.1 


For reconciliation with Business Gross Fixed Capital Formation in housing, plant and equipment as 
per National Accounts, see below. 


Prelim. 
— 1959 1960 1961 1962 
sea and Public Capital Expenditure—Table 14.... 8,417 8,262 8,172 8,738 
educt: 
New residential construction by governments.... —18 —13 _ —10 
New non-residential construction by governments. —1,368 —1,420 —1,368 —1,587 
New machinery and equipment outlays by gov- ; 
EINMENtS sy cee ene eee eee eR eee —137 —137 —160 —187 
Business Gross Fixed Capital Formation in Housing, 
Plant and Equipment—National Accounts Defi- 
HIGION Ae ee ee oo Sis. acs case ae Shee sw ote 4,894 6,692 6,635 6,954 


REVENUE AND EXPENDITURE OF ALL GOVERNMENTS* 


Computed on the basis of the National Accounts definitions, expenditures 
in 1962 by all levels of government rose 7.0 per cent over 1961. Since revenues 
increased by 8.6 per cent during the same period, the deficit for all levels of 
government declined from $905 million in 1961 to $770 million in 1962. In the 
third and fourth quarters of 1962, the total deficit was running at an annual 
rate of $694 million, consisting of a federal deficit of $250 million and a deficit 
at provincial and municipal levels of $444 million. 


In analyzing developments in 1962, it is necessary to keep in mind the new 
federal-provincial tax collection arrangements, which affected the levels of 
revenue and expenditure of the Federal Government and the revenues of provin- 
cial governments. As a consequence of the introduction of the new tax collection 
arrangements in the first quarter of 1962 and the continuation in that quarter of 
transfer payments to the provinces under the former tax rental agreements, the 
federal deficit in that quarter was irregularly high and the position of provincial- 
municipal governments was correspondingly affected. 

* The following section discusses those government transactions relevant to the National Accounts. 
As a result the Statistics differ from those shown in Public Accounts. Table 18 indicates the reconciliation 


between federal deficit or surplus for purposes of the National Accounts and the comparable figures appear- 
ing in the Public Accounts. 
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TABLE 15 
REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 


(National Accounts Basis) 


1961. Preliminary 1962 
Revenue ps ees 8 Deficit Revenue ce! Deficit 


(Millions of dollars) 


Beeral.. 00:25 decors cescpeuen se 6, 668 7,121 —453 6,907 7,381 —474 
Provincial—Municipal...... 5,586 6, 038 —452 6,397 6, 693 —296 
otal... os assets Sete 12,254 13,159 —905 13,304 14,074 —770 


To compare on a national accounts basis government expenditure with 
Gross National Expenditure (which measures the expenditures on goods and 
services), it is necessary to limit the comparison to government outlays on goods 
and services (as distinct from outlays for transfer payments, etc.), since the 
former are the government outlays directly included in the Gross National 
Expenditure account. Transfer payments by government are reflected, of course, 
in the income of the personal sector. 


In 1962, expenditures on goods and services by the three levels of government 
represented 19.1 per cent of the Gross National Expenditure, virtually un- 
changed from the proportion of 19.3 per cent in 1961, and slightly above the 
proportions of 18.6 per cent in 1960 and 1959. The slight increase since 1960 
has been attributable to provincial and municipal governments. Since 1952, 
when the buildup in defence expenditures raised the proportion of government 
expenditures to Gross National Expenditure to approximately 18 per cent, the 
rise in government expenditures on goods and services has been very slightly in 
excess of the growth in Gross National Expenditure. 


TABLE 16 
GOVERNMENT OUTLAYS ON GOODS AND SERVICES AS A PROPORTION OF G.N.E. 
qq" 


1952 1960 1961 irr ten 


a ee 
Expenditures by: 


PPC TMI «nila «5 9 4 ois a eee Rhe des ek (ee 4.3 4.3 4.1 
Non-delenceg.c1 haan a ee he ee 2.9 3.2 3.6 3 
etalbederabe. 0. | anne (10.4) (7.5) (7.9) (7.4) 

Provincial and Municipal........................ 7.4 ibe 11.3 LRT 

All levels of Government.................... 17.8 18.6 19.2 19.1 
ee ee ee ee 


Within the total, expenditures on goods and services by the Federal Govern- 
ment in 1962 represented a smaller share of total expenditures than in 1961. 
Defence and non-defence expenditures of the F ederal Government were fraction- 


ally reduced while the proportion at the combined provincial and municipal 
levels was somewhat higher. 
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TABLE 17 
OUTLAYS ON NEW CAPITAL GOODS BY ALL LEVELS OF GOVERNMENT 


% of Capital 


Outlays to 
Machinery Total 
—— Construction and Total® Government 
Equipment Expenditures 
on Goods 


and Services 


(Millions of dollars) 
137 


Ue ee BORO OnG DOT Ge ORC cic oo eT meee 1,43 1,570 23.2 
Ee eras Mines Qe rity AeA € irr Griese cate 7 1,377 160 1,537 21.3 
MAO re igo eae RIO DRT E To Cs ce eee 1,597 187 1,784 23.1 


q) These figures exclude investment expenditure by government business enterprises which is included 
in the National Accounts item for business capital formation. Outlays for defence equipment are also 
excluded from these figures. 


(2) Preliminary. 


These expenditures on goods and services in the government sector of Gross 
National Expenditure include outlays by all levels of government on construction 
and capital equipment which, over the past several years, have represented a 
relative constant share, approaching one quarter of all government outlays on 
goods and services. In 1962 capital outlays by the provincial and municipal 
governments (partly financed by federal assistance) increased and accounted for 
some of the increase in total provincial and municipal expenditures on goods 


and services. 
TABLE 18 


GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


1961 | ae | Change 
(Millions of dollars) 
Government Revenue— 

Direct laxes-— Persons ot sasnteoe sae Cee eee eee 2,511 2,714 +203 
IOC Cll eer oor We bt baronies aS 2,132 2,088 —44 
IPrOViNCInanGUMUnicipals et. on eaten ce me een 379 626 +247 

Direct axes-—_CorporatlonSaadas«. settee eee. 1,612 1,750 +138 
Income— 

Federal.......:,.,2..qateted nurs dished. wootulease P31 1,328 +17 
PrOVINClaleee eee te ee ce ee ee 301 422 +121 

Other Direct Taxes— 

Withholding taxes—Federal...........0...csc0e000- 116 125 +9 

TICE OCMARCSIPREIMED: 7 fete etc acct iictsiaioe ocier ae ee Come lcs 4,970 ° 0,002 +582 
TEC erE Sorin ihinc: Gr OEE Sr chi oe eee eee 2,190 2,400 +210 
Provancial- and) Municipglias. sande, sicttes nee ire s 2,780 3,152 +372 

Tnvestmentsncome:s..5...y aoe see ie en 1,130 1210 +81 
E'S CELA. fic 15. 6: varara cvnncy sc IIA OP ay AVENE See Lo 409 448 +39 
Provincial and Municipal. .14...heeh poe et. eae 721 763 +42 

Employer and Employee Contributions to Social Insur- 
ance and Government Pension Funds............... 787 816 +29 
Hed Gralig sity eee te We idtd Sram crore netiMenlce Raat hs 510 518 +8 
WROVANCIAI ANCA UMECI DA «ctuacrrts enters tuners coerce cues sae 277 298 +21 

Transfers from Federal Government— 
iProvancial‘and Municipal. see -sseije skins eins 3 sera ste 1,128 1,136 +8 

TotalbRevenuee. 2205 sees tae Ae no at eee eens 12,254 13,304 +1,050 
Heder wat Masten 0h fis ana o5 55 5G, Baw alee SOs 6, 668 6,907 +239 


PTOVINCIOL ANG MITC IDAenee ahetiagee «eters seas site oe 5,586 6,397 +811 
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TABLE 18—Concluded 


GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 
ee 


Government Expenditure— 
Goods and Servicesis<.gecansnee tate hue 


Federal— 
Sy sf eer IS ee IR AARRR i tgc) «ots SOROS © 
Non-defence. ......- se eee cece eee e cena tee ee eens 
Provincial and Manictpals acne en fencren csc 7 
Transfer Paymentsito Persons. 00. oe ele ees tees 


| Ta Ye {5 | tee tera iee iis eset ee tt ein Oeil I a he eters 
Provincial and Muniempal, soon access vines tiemrerieinsats 


Thterest-:on Public:Debtirens wists aie 43; eeetie yee ashe 


Transfer to Other Governments— 
He cderr ley tae. calle ces cle ature ethnic tee cree ele 


Federal 


i er ee 


ee oy 


© Reconciliation with Public Accounts Surplus or Deficit shown below. 


1961 ae Change 
(Millions of dollars) 
7,205 real +516 
1,613 1,680 + 67 
1,361 1,328 — 33 
4,231 4,713 +482 
3,408 3, 652 +244 
2,015 2,122 +107 
1,393 1,530 +137 
1,164 1,274 +110 
783 855 + 72 
381 419 + 38 
254 291 + 37 
221 260 + 39 
33 31 — 2 
1,128 1,136 + 8 
13,159 14,074 +915 
TE AAL 7,381 +260 
6,038 6, 693 +655 
—$05 —770 +135 
—453 —474 — 21 
—452 —296 +156 
12,254 13,304 +1,050 
6, 668 6, 907 +239 
5, 586 6,397 +811 
Prelim. 
1961 1962 


Federal Government calendar year surplus for national accounts 


purposes 


= SS a el 6 8):6 (aie) \ebeteie 6.4.6 se) 80) 0 6) Sen) b.O16 (6. oue8Ke er mele ele ede e 


— 453 
+247 
— 24 
+ 22 
OU 


= 156 
— 26 


—340 


(Millions of dollars) 


—474 


—158 
= 13 
+ 23 
70 
— 96 
+ 6 


—791 


_ At the federal level, revenues increased during 1962, following a decline 
in the first quarter which reflected the new tax collection arrangements. Revenues 
from direct taxation on persons were generally up, in line with increases in 
labour income and other personal income. Tax accruals on corporations were 


generally level throughout 1962, in line with the mov 


ement in corporation profits 


following a first quarter decline which was again attributable to the tax collection 
arrangement. Withholding tax revenue was somewhat higher in 1962. Federal 
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Government investment income moved irregularly during 1962, and was higher 
on a year-to-year comparison. Indirect taxes increased moderately in the 
first half of 1962 and then rose sharply in the third quarter, mainly due to 
increased custom duties, following the imposition of import surcharges on 
June 24, 1962, and subsequently levelled off in the fourth quarter. 


Turning to federal expenditures in 1962, there was a decline in total outlays 
from the second to the fourth quarter. The decline was the result of a number 
of different movements. Outlays on goods and services increased from the first 
to the second quarter due to irregularly high defence outlays. In the third and 
fourth quarters federal outlays on -goods-and-services declined, reflecting in part 
the reduction to more typical levels of defence spending and in part the reduction 
in budgetary expenditures, as part of the emergency measures announced in June. 


Federal transfer payments to persons rose 5.3 per cent in 1962 mainly as a 
result of acreage-payments to western grain producers, and an increased rate 
of Old Age Security payments. ~ . 


Transfers to provincial and municipal governments declined from the first 
quarter to. the second, then increased again in the third and fourth quarters. 
As previously noted, the last payments under the former tax rental agreements 
were made in the first quarter of 1962. In the third and fourth quarters, in- 
creases were related to payments under the Hospital Insurance and Diagnostic 
Services Act and the Technical Assistance and Vocational Training Act. (These 
latter transfer payments are reflected as outlays on goods and services by provin- 
cial and municipal governments.) 


Turning to provincial and municipal government revenues, these increased 
in 1962. The new tax collection agreement resulted in higher direct taxes 
received by these governments. Revenues were also higher from retail sales 
taxes and real property taxes. 


Provincial-municipal outlays on goods and services rose substantially from 
the first to the second quarter of 1962, and then more moderately in the third 
and fourth quarters. From the first quarter of 1961 to the fourth quarter of 
1962, provincial-municipal outlays on goods and services increased by $708 
million, about 17 per cent. As noted in Table 5, this rate of increase was below 
that of the two preceding upswings. In the current period, some of the increase 
in outlays has been in the form of outlays on technical and vocational schools, 
with federal financial assistance. 


Transfers to persons by provincial-municipal governments rose throughout 
1962, owing to larger payments to hospitals, educational institutions, as. well as 
‘or social assistance. 


EMPLOYMENT AND EARNINGS 


Developments in the labour market. for 1962 followed a pattern somewhat 
similar to that of economic activity. Based on comparisons of yearly averages, 
there was an increase in employment in both goods- and service-producing 
ndustries. On a year-to-year basis, total employment increased by 168,000 
persons, about 2.8 per cent. The increase during 1962 itself was much smaller 
und, as measured by the change between the fourth quarter of 1961 and the 
‘ourth quarter of 1962, amounted to 100,000 persons, about 1.6 per cent. This 
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ment gains after mid-year is evident from the accompanying 
— pes paw At HK same time, the total civilian labour shige grew af 
a much slower rate than in recent years as many would-be ere ae 
out of the labour force. As a result of these developments the rate o Apis oy. 
ment in 1962 averaged below that of 1961, 5.9 per cent compare pi 7. 
per cent. The unemployment rate moved between 53 and 63 per ip uring 
1962, and ended the year at about the annual average. This high rae oO arvet 
ployment was considerably above that of the earlier postwar Canadian period, | 
and well above that of most other industrialized countries. 


THE LABOUR FORCE” 


MILLIONS OF PERSONS cn MILLIONS OF PERSONS- 


6.6 
6.3 
= 
EB 
5.7 5 
NON-AGRICULTURAL 
EMPLOYMENT 
§.2 
a 
4.9 
7 MALE EMPLOYMENT (2) 
UNEMPLOYED 


AS % OF THE 
LABOUR FORCE 


CIVILIAN LABOUR FORCE 


6.3 


TOTAL EMPLOYMENT 
6.0 0) 


J J J J 1) 
1957 1958 1959 1960 1961 
{1) SEASONALLY ADJUSTED ESTIMATES 
(2) SEASONALLY ADJUSTED ESTIMATES BY THE OEPARTMENT OF FINANCE, 


As in 1961, the year-to-year increase in’ employment was more than ac- 
counted for in the non-agricultural sectors and there was some further decline 
In agricultural employment. Ontario and Quebec accounted for more than half 


the total increase while employment in the Atlantic provinces, the Prairies and 
British Columbia also rose. 
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REGIONAL CHANGES IN EMPLOYMENT 
ee 


1960 1961 1962 
1959 1960 1961 
(Thousands of persons) 

POGAL rs teie cee ones Cie Oe, Leen, ee Daa Ee RRR 100 94 168 
PATE ATULIC re Vocus spete Asis ae Ie eer ae oe hl Se OA. 14 19 10 
SPUBOOGnes Sarre aera oon oe earn ec Mauna cory cease tees 19 12 59 
Ontarioiow. VAISS AG. BIS IOR. SBS 4e8 ae. do 52 22 47 
POPC nh re aera tee BA Sera Mtcfiide a gored oer oo hs ye devo 17 30 28 
British COLUMBIA Tei cern cect een nnn an. —2 12 22 


Nore: Figures may not add due to rounding. 


The Service industry and Manufacturing accounted for most of the increase 
in employment in the year-over-year comparison. 


TABLE 19 


CHANGES IN LABOUR FORCE AND EMPLOYMENT 
ANNUAL AVERAGES 


1960 1961 1962 
1959 1960 1961 
(Thousands of persons) 

ETN YSIS) Ceo doles SO OUDTA Die ae Oe CEE En IO nee ee Ene 175 115 90 
ACTICUILUROM Ctra ere ce ee ET ee —14 2 —23 
IN ON A GUC CULO techs stave a 00 68 oetaian es fa Gents a Cee 189 113 114 
HToploy Ment taste ee es eee eet cae bik wore ee erie ances wt 100 94 168 
Agriculture —17 —1 —21 
Non-Agriculture 117 95 189 
Primary Seger c en snce hes eee RELL CAE LORE ROS oa 10 —24 — 5 
Manulacuuning eb), a attrac pene ack. —24 45 52 
Constructions: Wes seticsink aisic oceans ae ys —24 —12 23 
Cranspontationyaet. sire cadet otc cc eran + — 3 —10 14 
PublicsWtilities: tc. secerkc ot emer es: — 2 4 5 
ALTA serrtieenroetnairsns entre sec orerrateniat 35 2 19 
HAN ance 2512s een cee ee ae ace 10 13 9 
CLV ICC lira Sere tr er terreno Peer ele di hets speiemenens 115 78 74 
Goods producing industries ...................00% fie ee —38 9 70 
HService producing industries.s4. eee. oe ett eeaee wotcee 155 87 121 


@ Excluding agriculture. 
Nore: Figures may not add due to rounding. 


The increase in employment in 1962 over 1961 was accounted for by 109,000 
males and 59,000 females. The increase in male employment was associated with 
the manufacturing and construction industries, particularly the former where 
employment averaged 52,000 higher in 1962 than in 1961. 


The increase in manufacturing employment brought employment in the 
goods-producing industries (excluding agriculture) back to the 1957 level. Average 
employment in the goods-producing industries, except agriculture, had declined 
between the peak year 1957 and 1960. Increases in manufacturing employment 
since 1960 have offset lower levels of employment in forestry and mining. By 
contrast, the service-producing industry has shown more consistent annual 
increases since 1957, though the rate has slowed in the past two years. 
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The growth of the labour force although still larger than in most other 
industrialized countries has slowed down during the past two years from the rate | 
in immediately preceding years. Two features predominate m this situation. 
First, the net gain from migration has been significantly smaller and second, 
there has been a marked increase in prolonged school attendance. From 1956 to 
1960, the population of 14 to 19 years olds increased by 276,000, while the labour 
force in this age group rose by 61,000. In the two years ending December, 1962, 
when the population growth in this age bracket was 157,000, the labour force 
in this age group grew by only 14,000. As a result, the participation rate in the 
labour force (i.e. the percentage of an age group working or seeking work) for 
these younger people continued to decline. The drop was particularly noticeable 
in the participation rate for males which fell from 43.0 per cent in 1960 to 39.6 
per cent in 1962. For the same reason there was a similar, though less pronounced, 
decline in the participation rate for males in the 20 to 24 year old group. 


There was little change in the male participation rate in the group of prime 
working age, 25 to 64. The participation rate for females, however, continued to 
rise, though at a slower rate, with married women accounting for the increase. 


To place developments in the labour market in proper perspective it is help- 
ful to compare the current position with the period immediately prior to the 
business upswing, after removing seasonal influences. Between the first quarter 
of 1961 and the fourth quarter of 1962, 138,000 persons were added to the labour 
force, a smaller amount than in preceding periods. Non-farm employment in- 
creased by 267,000 persons, which exceeded the growth in total employment 
because of a decline in farm employment. Consequently, the rate of unemploy- 
ment dropped from 7.7 per cent of the labour force to 5.9 per cent between these 
two periods. 


esis a ak ord bi Change 
ate eriods | Unemploy- from 
Peak Trough |____ sh after Penk | mont Rute js 
Peak Trough jand Trough Peak Trough 
1Q 1960} 1Q 1961 6.4 TAL 4Q 1962 5.9 —0.5 —1.8 
1Q 1957] 1Q 1958 3.6 6.7 4Q 1959 5.9 +2.3 —0.8 


__ The change in the unemployment rate in the last two years is in contrast 
with the experience of the preceding upswing. As the following table shows, 
unemployment has fallen more since the beginning of the current business up- 
swing than it did in 1958. After seven quarters of expansion, rates of unemploy- 
ment are below those at the preceding peak of business activity in the first 
quarter of 1960. By contrast, after a similar period of time in the preceding up- 
swing rates of unemployment were above those of the previous peak. The 
difference in behaviour of unemployment is mainly attributable to the much 
smaller increase in the labour force in the current period. From the first quarter 
of 1958 to the fourth quarter of 1959, employment increased by 4.3 per cent, and 
in the current comparable period, it rose by 4.2 per cent. The labour force, on the 
other hand, grew by 3.4 per cent in the earlier period, but by only 2.1 per cent 
from early 1961 to the end of 1962. Comparisons with preceding peaks were 
affected by the slower growth in the labour force in the current period, as well as 
by a larger increase in employment. An analysis of unemployment behaviour 
based upon its own specific turning points yields roughly comparable results. 


The 1962 rate of unemployment of 5.9 is hi i 
e 196 .9 per cent is high compared both with 
the earlier Canadian postwar period and with other SBiehtical 
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PERCENTAGE OF LABOUR FORCE UNEMPLOYED 


CANADA 

a 
NOS Ry rice ieee fae ca te far eet AOR 3.4 LOSd errands oh ke cae ten tee 4.6 
LOA ieee arc le a ral race exstaaoteioteceel gs 2.2 L059 Sevnatarstdnertesiniretecboorome 4.4 
55 Oe BEG Oe ee ate ee ee 2.3 DODO ciate Fates Cte t o's ayele, ager ee ieee 3.4 
TOSIRRIER Ec ate oxdAtettiede «ot. «MST. cols 2.9 LEY Grd OOOO RS SE 5G 3p ick DR 4.6 
LODO tort errr ether: 3.6 LOS Se eee ST OE CREO RTT TT ok 
TOD TRE es eesti cle aetetts sisinro¥ aie okt teds 2.4 LO Ores cet eh eV ster sts ot och cheese ape yeas 6.0 
URL SOR | oY MONG Sea th SARA B 2.9 LOGO We terest wotin se dosstssen omer ear). 7.0 
TODS Mae ocslks iss Monae eon cae Ate one aut: 3.0 DO OU cise creo yun peaticics arisy sarap as es 7.2 

LOO Zetwan a torte ha Vas seeha yal aA Vas 5.9 


It is difficult to make comparisons of unemployment figures between differ- 
ent countries, since the statistical measurements differ. For example, Canada and 
the United States take sample household surveys, which cover the entire pop- 
ulation. Swedish statistics are based upon those relating to members of unem- 
ployment insurance funds, while British data are based almost entirely on a 
count of registrants at employment exchanges and youth employment offices. 
Accordingly, meaningful international comparisons have been hard to come by. 
However, since the publication of last year’s White Paper, a United States 
Presidential Committee* has computed unemployment rates on a roughly com- 
parable basis, according to the U.S. concept. For 1960, the year for which the 
calculations were made, the rate in Canada was much above that of other coun- 
tries. The comparative figures before and after adjustment are as follows: 


1960 unemployment rate 


Country ———_— 
Unadjusted Adjusted 
Canad acsnr ccory et Rosers cat Serre core staces ardactoraiant vored ober Peete lmreGeeorad < 7.0 7.0 
United States \VARIVONS, OO I PIER BS Sopris yt by. 5.6 5.6 
Ttalye phat set. o2 earl atest FRE S01z | UAE ALLE A Bll IF ccs idee Stee 7.9 4.3 
(GGreatgB rican inks i cee Pin uc tsa ad ee MERE sun oe, AG 2.4 
Frances. e.: . vetee cee oe ee BOD Sah 10 fee 19 ical 1.9 
SwedentWoelry. Aeon sie: donstary. te ledey, Oth fostered ne. 2 1.5 
AEN GENE, creche Nance ROG Oa Cab OM IIS IRI Ea eo at a iol OEE Sa ae amet ees 1.0 ea 
Genmanya(HederaluRepublic\as seperate. arr cia he ee yi eve 1.0 


* Source ‘‘Measuring Employment and Unemployment’’, President’s Committee to Appraise Em- 
ployment and Unemployment Statistics 1962, p. 235. 


PRICE TRENDS 


From the beginning of 1961 to the end of 1962 the price of foreign exchange 
in Canadian dollars rose by about 9 per cent. In this period, the consumer price 
index rose by 2.1 per cent, the general index of wholesale prices by 4.5 per cent 
and the implicit price index of Gross National Expenditure by 2.7 per cent. 

As might be expected, the major impact of the price rise has been on goods 
and services with a high import content, but the domestic price of export com- 
modities whose price is set in world markets has also risen, for example, wheat, 
nickel, copper, newsprint and petroleum. Apart from the decline in the exchange 
rate, prices after June, 1962 were affected by the imposition of the temporary 
surcharges. Approximately three-quarters of the 1.2 per cent increase in consumer 
prices in 1962 took place in the latter half of the year. 

A report recently published by the Organization for Economic Cooperation 
and Development** shows that the increase in consumer prices in other Western 
industrialized countries over the past 10 years has generally been higher than in 
Canada. In the comparison found in Table 20, taken from the Report, Canada 
is shown amongst the countries having the smallest increase in the industrialized 
western world. 


**“Policies for Price Stability’’. 
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TABLE 20 


CHANGES IN CONSUMER PRICES OVER SELECTED PERIODS® 
(Annual average percentage change) 


Country 1953-61 1953-58 1958-61 1961-62 


ee Be ee ee eee 
TBE STIS isc cas oaer oc arate apes cv ws ceevaceveorraoonet Heater velba itera ote 
[eS ee Ce ioe mee ere eer Ory oor c 
Ties KAMA OU ooo eleva crore ces oiorct prorcineal creel onan Biores ect etsl ake ote 
OK W OY inc 3 rca race nce sn srw emreidnern ears smart 
TIBGTAAT NO oe teas. © tare = «ce Keres Nae FRG eS 


rs 
Oo 


"7(8) 
(5) 


"4 (6) 


an 
src 


Opty lee Bae ae eee Ge eine eee Sa acewry ie Aho ye 
Roc bin iter bone, Segoe AP RI IIe cack BIC Ce Sa 
Seethamrianeratan pea sacit cee clccet hes opdhentc aoe tel nates ® 


es 

n 

@ 

be | 

® 
Re eee DDD NNN OP 
DO WWRORWROWTNOR Ee 
Re eee rwhwhwww 
PARMAWNINEWORMN 
WOHRNWNYWHWIWHaRw 
Pee PPP OLtl DOP DO Or 
ONNN WE PPROOKN ATH 


COR RR HE NEN Re ep 


A ae et Ty ee te es eA Sie i ee SP ee ee eee 

Countries ranked by 1953-61 price rise. 

@) The periods have been selected to illustrate the broad characteristics of price movements in Europe 
and North America since 1953. Where the experience of an individual country differed from the general 
experience, the averages shown do not give a full picture of the price movements in that country. 

) Annual averages of monthly figures for 1953-58, 1958-61 and 1953-61, and first seven months of 1961 
to first seven months of 1962. 

(3) Excluding rent. 1961-62: averages of January, April and July figures. 

(4) 1961-62: average of figures for first two quarters. 

(5) Excluding the effect of changes in indirect taxes. It has not been possible to make similar adjust- 
ments for the other countries. 

(6) Annual averages of monthly figures for 1961 and 1962. 

Source: ‘‘ Policies for Price Stability”, O.E.C.D., November 1962, table 1, page 12. 


There has been an improvement in Canada’s competitive position over the 
past decade. The Canadian experience, as indicated in the accompanying chart 
on manufacturing, has been one in which wage rate increases have been relatively 
modest while output per man hour has continued to rise about in line with the 
average rate of increase achieved in the postwar period in Canada. By contrast, 


LABOUR INCOME, COST PER UNIT OF OUTPUT 
AND REAL OUTPUT IN MANUFACTURING 
Index 1949=100 
Ratio Scale 
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wage rates in some of the Western European countries have recently been rising 
rapidly while productivity gains have slowed as operating rates have approached 
full capacity. Wage and other costs per unit of output have shown sharp 
advances in some of these overseas countries. Table 21 presents some of these 
findings. These statistics reflect only prices valued in domestic currencies. 
Recent exchange rate adjustments sharpen these trends. 


TABLE 21 


CHANGES IN INCOMES AND COSTS IN SELECTED COUNTRIES 1953/54—1960/61 
(Annual average percentage change per unit of output) 
ee ee ee ee 
Nether- United United 


France |Germany lands Sweden Kinedosale states Canada 
Wage and salary incomes..... 6.1 Dall 4.5, Oo) 4.0 2.4 2.4 
Other incomes... ¢40..25..-01 4.1 2) 2.4 1.5 9). 1.5 igs} 
Net indirect taxes........... Dee 1.8 —0.4 Thick 2.8 30 Bah 
GDP at market prices....... 5.0 PNET 2.9 Bee 3.2 DEO) 2.0 
Import prices................ (3.5) | (—0.7) (0.2) (0.2) (0.4) (0.1)} (1.5) 
Effect of imports on general ¢ 
DECEIVE sea tachi Bee —0.2 —0.7 ‘—1.1 —0.7 —0.6 0 0 
Total costs—overall price 
levieln.n crs: duntoris a ct* Ae 4.8 2.0 1.8 240 2.6 2.2 2.0 


Source: Policies for Price Stability. O.E.C.D. 


The combined effects of domestic price movements and exchange rate adjust- 
ments over the past few years.are shown in Table 22. 


TABLE 22 


INTERNATIONAL COMPARISON OF CHANGES IN PRICES, 1959-62 
(Percentage change) 


Consumer Wholesale 

Country price index price index 

LO epiera Ste nase Grae. orc cuctcrc Seats ema ok seen eee | ets ut I sea a 4 0 
SUES U CSR OC Is SOR. Ss Qa iC EE G3 ee RN ee are a Et y 

CANA eet re He ce Ns SEP ei scien ey efi tek PN Be oo ARE —72 —7) 
Ei) VC Seeeona Aeaeate Ons SARIS PROS ck AOE te Seen aN memanRIR | ees 12 7 
Genmany: (FederaleRepublio) 4 ange ac sees ee 13) 9g) 
LEGENLS: Sts oees Gatch kt BEI ROS. CRMC: aa Rat ate riamn nr ohare ae rite 9 4 
Japanese tet Re Ce ee ee ee 1 
OGD C1 AN lS mdevireennertnaventein vents: teskerirahonrmringnmsbitertts ssc sice ov die azcliy wanes UR sates OR : 12) 3) 
SV Getty 6-0 MR an nl Re A hake yk oe Pu eae 11 7 
Unitedeicine domme: pene eee ann ee Ais, Sainte no 9 6 


“ Based on incomplete data for 1962. 
®) Adjusted for changes in exchange rates. 


Sources: Organization for Economic Cooperation and Development, United Nations and U.S. Council 
of Economic Advisers, taken from Economic Report of the U.S. President, January 1963, 
table 17, page 105. 


Generally speaking, prices in the current business upswing have so far risen 
less than they did in the comparable period of the upswing in 1958. The following 
table shows changes in the price levels from the low point in activity in the first 
quarter of 1961 and from the previous peak in the first quarter of 1960 to the 
fourth quarter of 1962. It makes similar comparisons with the preceding upswing 
in 1958. The table shows that, except for the wholesale index, prices have risen 
to a lesser extent than in the preceding period. 
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TABLE 23 


PERCENTAGE CHANGES IN PRICE LEVELS 
ieee ed tyeey tect Sie) ay eon ei ne oe eee 


7 quarters 7 quarters 
7 pha after trough 7 ee a php trough 
rom rom 
trough previous peak trough previous peak 
4Q 1959 4Q 1959 4Q 1962 4Q 1962 
1Q 1958 1Q 1957 1Q 1961 1Q 1960 
Consamer- Price Index cs sees seers sewer 335 6.4 271 3.6 
AE OTTEM OU LOIGN. FoF chee: sitismas creas oe cat ene: 1.8 4.2 Wate: ZS 
BE RICUS Os et ic tases cts enw le cere bebe ee e 5.1 9.4 Poet 4.3 
General Index of Wholesale Prices............ 1.0 0.6 4.5 LRP 
Gross National Expenditure Implicit Price 
MIELOLE Ae Org oan aiw ee sen oi8.s, evita Gries 6 6.2 286 4.1 


Table 24 shows that prices in the aggregate rose somewhat more in 1962 
than in the preceding year. However, apart from those categories more directly 
affected by the lower exchange rate (imports and exports of goods and services 
and the index for new machinery and equipment where the import content is 
high), the increases were relatively small and of somewhat the same magnitude 
as those which have taken place in the past few years. 


TABLE 24 


PERCENTAGE PRICE CHANGES 
(Implicit Price Indexes of GNE and Components) 


1960 1961 1962 

1959 1960 1961 
Personal bependituneys| Rees eles. canbe. elt es ee a 0.9 1.5 
PDAs Cae SFE a. oss aos. an alee ene Res 0.6 0.8 1.2 
Purable*Goodseenc. sooo. eee eee 0.1 —2.0 —0.2 
DBRVIGOS ra Meee weer A os erste heath ee Cen ee Zea 1.9 2.4 
Government OXEBOUCLIUUNEN. «5 27, kielctace moet ee Neence eee nea at nee 3.3 1.9 oad 
Business gross fixed capital formation....................... Dee 0.9 2.5 
ew Residential construction™ .................0.0-.., Pah 0.6 2:8 
New Non-residential CODSTTUCTIONW, Pre. nce anane tec 2.4 0.4 2.0 
New machinery and equipment........................ 1.9 1.6 2.9 
Exports of gooda and services. .15.. ssseso tas encrad vnc cae 0.7 1.3 3.2 
Imports of goods and services..............0.000000005..,., 1.0 3.3 4.4 
Gross National Expenditure.............................. 1.6 0.6 a 


ar Price indexes of these sectors are measured mainly by elements entering into costs (materials and 
la mand yaecconeig) rather than final selling prices, and generally it has not been possible to allow for changes 
in productivity. Over short periods of time, these cost indexes are not likely to vary to any extent from 


paces al actual selling prices. Over longer periods, it may be that these cost deflators overstate price 


The consumer price index for 1962 averaged 130.7 compared with 129.2 for 
1961, an increase of 1.2 per cent. The index moved from 129.7 in January, 1962 
to 131.9 in December, with the major portion of the increase occurring between 
March and August. As Table 25 shows, increases in the food and services indexes 
were the major factor in the rise of the total index. Like the total index, food 
prices showed the greatest increase between March and August. Part of this 
rise was seasonal, particularly in the third quarter, but the lower value of the 
Canadian dollar and import surcharges were also moderate contributing factors. 
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Of more significance, however, were special circumstances affecting the price of 
beef, and to a lesser extent pork. Drought conditions in the western provinces in 
1961 reduced the volume of feed which forced the premature sale of feeder 
cattle and a drop in hog production. At the same time a strong U.S. market for 
beef developed and, in 1962, a reduced supply and a strong demand forced meat 
prices up. 


CANADIAN WHOLESALE AND CONSUMER PRICE INDEX 


1949— 1962 
INDEX (1949= 100) INDEX 
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MECHANICALLY CONVERTED TO COMMON BASE 


The increase in the services index in 1962 was of the same magnitude as the 
increase last year and much smaller than the increases recorded prior to 1961. 
As in recent years, the largest increase took place in services other than housing. 
In turn, higher fees for medical, dental and optical care were important factors 
and raised the health and personal care index by 2 per cent. 


TABLE 25 
PERCENTAGE CHANGES IN CONSUMER PRICE INDEXES 


1960 ~ 1961 1962 


1959 1960 1961 


otal’ Goods ‘and*Services ss... 2th. asics eevee detae le dees +1.2 +0.9 +1.2 
CORAM OC IUIBS eS 1 sxe cian AES 50% Boras eleasususisrs parses ok suthoyans 3 +0.8 +0.5 +0.9 
Commodities excluding Food.............000ce0eeee +0.6 +0.1 +0.3 
HOOdML Ost. SERIA Re AO tet ots hes Ty etary +0.9 +1.5 +1.8 

Dn EableiGr God srk ei te etn scabies ches leaese otevecs hiopsiens —0.3 —1.8 —0.7 
Household sigiipment.r serie. cece cess 6 ee ticete —0.5 —1.1 —0.1 
Transportation Equipment................2000: +0.5 —2.3 —1.5 
Non=Durable Goodsncuts usenet dese bcterad «aed alee sere +0.9 +1.0 +1.2 
Non-Durable Goods excluding Food............ +0.9 +0.6 +0.7 
Texts ths. AIOE Pho hb erence Poulet +0.2 +1.3 +0.9 

Other Non-Durable Goods................00-55 +0.8 +0.2 +0.6 
CLVICES SAAC Seer ee a na Me ts Sees nen ate eet eerst +2.2 +1.3 +1.4 
Services excluding Shelter................ceeceeeees +8.0 +1.9 +2.1 
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The wholesale price index, which is heavily weighted with export and im- 
port goods, responded, as was to be expected, to the lower exchange value of the. 
Canadian dollar. The general index in 1962 was 2.9 per cent higher than in 1961 
and marks the largest year-to-year increase since 1956. The largest increases 
occurred in prices of raw and partly manufactured goods with the other selected 
groupings each rising by about 2 per cent. It appears that wholesale prices reached 
their peak in the third quarter of 1962 and have subsequently levelled out. 


TABLE 26 


PERCENTAGE CHANGES IN SELECTED WHOLESALE PRICES 
(1935-1939 = 100) 


Raw and partly manufactured goods.............ceeeceeeees —0.6 
Fully and chiefly manufactured goods...............000000- Or 
Indteerrmbmaterials: -oh.ase ots nt wea ane eat es 0.1 
0.9 
0.1 


BALANCE OF INTERNATIONAL PAYMENTS 


GENERAL 


The year 1962 was one of varied and divergent movements in Canada’s 
balance of international payments. The current account, in the first two quarters, 
showed deficits of much the same amounts and much the same pattern as in 
1961, although, typically during a business upswing, rather larger deficits, 
particularly on trade account, might have been expected. In the third quarter 
the trade account was substantially worse than the year before reflecting, at 
least in part, exceptionally large orders for imports placed in the previous quarter 
in the expectation of renewed depreciation of the Canadian dollar. In the fourth 
quarter, the trade balance improved as sharply as it had deteriorated. By this 
time a lower exchange rate and emergency import surcharges were exercising 
their effects. The trade balance for the year as a whole was about the same as 
it had been in 1961. 


The non-merchandise account in 1962 was chiefly influenced by a change in 
the pattern of travel expenditures, especially in the second half of the year. The 
lower exchange rate, reinforced by a sharp reduction at the time of the exchange 
crisis in the customs-exemption for returning Canadians, was no doubt the main 
cause of an improvement of some $110 million over 1961. Nevertheless, the total 
current account deficit for 1962, at $848 million, remained very large. 


While these developments were taking place in the current account, there 
were shifts of very large and disturbing amounts in the capital account. In the 
first quarter of the year the substantial net capital inflow, which for many years 
had financed the large current deficits, dried up. Thus the current deficit for that 
quarter had to be paid for by drawing on reserves. In the second quarter a sub- 
stantial net outflow of capital developed which, together with the current account 
deficit for that quarter, had to be paid for by further drawings on reserves. The 
downward pressure on the Canadian dollar in the exchange market, which had 
been heavy in January and February but had relaxed in March, was renewed in 
April after the announcement of a General Election. For the rest of that month 
the “floating” exchange rate continued to be defended at a level of approximately 
95 cents (U.S.). On May 2 a new “par value” of 92.5 cents was declared with the 
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concurrence of the International Monetary Fund. Despite this, the downward 
pressure soon re-emerged and gathered strength, reaching a climax following the 
indecisive results of the Election on June 18. On June 24, the Government 
announced a series of drastic emergency measures. 


Thereafter, net capital inflow started again and the reserves rose. However, 
in the third quarter the capital inflow was induced largely by the maintenance of 
stringent financial conditions which were out of keeping with the economic 
requirements of the country, and much of the capital came on a short-term 
basis. A renewed inflow of long-term capital began towards the end of the third 
quarter and was enlarged in the fourth so that, by the end of the year, the reserves 
(apart from borrowings of $300 million from the International Monetary Fund), 
were nearly $200 million higher than they had been at the beginning. Much of 
the long-term capital inflow took the form of borrowings, but a substantial part 
also took the form of ‘‘take-over’’ purchases of Canadian businesses by interests 
abroad. 


Detailed comments on these developments follow. 


CuRRENT ACCOUNT 


The existence of substantial current account deficits, and of appropriate net 
capital inflows to finance such deficits, is acceptable in a country like Canada at 
times when the economy is booming, when labour and plant are fully employed, 
and when substantial additions to the country’s stock of productive capital equip- 
ment justify some recourse to outside sources to support the general expansion. 
But such deficits, and such net capital inflows, are clearly incompatible with a 
condition of high unemployment and lack of vigorous capital investment. 


Table 27 shows the main structure of Canada’s current account deficits from 
1955 to 1962. 
TABLE 27 


BALANCE OF PAYMENTS ON CURRENT ACCOUNT 
MERCHANDISE AND NON-MERCHANDISE BALANCE 1955-1962 


Merchandise Non- Current 
— Trade Merchandise Account 
rade Balance 

(Millions of dollars) 
LDS Re lee Ceres ds ee Rc te inane —211 —487 — 698 
ORGS Nes std ott hola bos ets Rea eass stots aatithad eaauas —728 —638 —1,366 
GV Aes, SAS RSC Oe Ma 82h alt, ee eat oe emeiinen —594 —861 —1,455 
OTR S sacha cacicaepie PAIR nie be SBIR cicls Rc ae oe gee ea fre ae —179 —952 —1,131 
Fa BESO 8 chalet bia DAM Silks tie ERROR: eae eee —422 —1,082 —1,504 
OY ee eee A Bde Ee ed 5 ao, ae ae, ee See —148 —1,095 —1, 243 
TOOL aaa coer aor cke Betas oie Seto aed. sien ene +173 —1,155 —982 
L9G 2enrelim inary, eon eee. chests ferrets crite octets +155 —1,003 —848 


From the peak deficits of 1957 and 1959, of about $1.5 billion in each case, 
there has been a gradual improvement; but the improvement is not yet as large 
as the remaining deficit. Moreover the non-merchandise deficit, much of which is 
made up in any year of obligations arising from earlier capital imports, actually 
continued to deteriorate until 1962. 

Turning from longer-term to cyclical patterns, it may be noted that the be- 
haviour of the current account in the business expansion that took place between 
1961 and 1962 has not been typical. Instead of deteriorating, the current account 
showed some improvement. Although most of this improvement was in the final 
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quarter of the year, it is nevertheless true to say that, through the year, the busi- 
ness situation was receiving more stimulus from the current account than would. 
be considered normal at such a stage in the cycle. 


The following table indicates the changing proportion of imports to Gross 
National Product in the years from 1949 to 1962. In addition to the cyclical pat- 
tern which it suggests it also shows that the proportion of our Gross National 
Expenditure which is associated with imports has been showing a gradual decline. 


TABLE 28 
IMPORTS OF GOODS AS A PROPORTION OF G.N.E. 1949-1962 


— Percent 
eres cel Sere aireia dace vactulnyet ise aia ova katte. vs arte loners pe nvaleiatle ve w fauoka cfu re Ruel eco 9 arcane alles ain Reta as ieee eee 16.5 
1 Ope aan pecan, i Relay ei ae Pe AAs, ie y ee See LAMINAE MSE Os Panetta 0 ota ar € 17.4 
LQG Leo cis 5 wie a tre. s.a'sce ccavo and WS wie tase ONO Pe tts OD NaN toed Reet chee ER: Pete RARE 5 eat aex aBSPe RFS GREET oa 19.4 
LO TY ae cS acetate date eh rice eA na-oe Cw Ta RN Pu RI a SEE OMT CY WE an 4 Piece omase Grcnie Hiss Ujoyacet 16.0 
BAPE santetas haicgmssa sient sei el oa hE. w or hoe oa, ate tec uate Ter Ar sliaian by coo pie ones asl + doc lel teers puree Meaercl iors tree areees 16.8 
POO ais a acasn tein syeie! 417) Krew Sajal asaieliass oie ereeare Grae t wi tiaeg Blea gid ore aXeee fo aie teen gules ote REN Iai ra tain] oe ole nee PET NG af) 
DUDS asc bod ig css «bse Se bere ee ab Wie 6 6.0 4 6 4 TRAUMATIC: 5 AMEN MD otic ie wir ouside aesisie Oe eran e 16.7 
DIB tis aha race nea Nipisneelane aiseyay sickens svactele: afd sunita idee BUm occ herahevale: Aceie A wieteienun, Wataetets Rei sune att teteiets 18.2 
be SOCRWAS oR CIGAR ALE REDO MERR ISLA AERTS CATO EW ATMA TRIN 5c EMRE Rho Dit cAmAre ED Chueh) OLto bcc Lez 
ES a Beans Arty tsuctc Ses op Sha ins x alaleen loca, di bu Baboera iets teins uate hake eae igh kas eit eee 15.4 
ba! sre ye a SIR A Airy Scene ran Mr Pirie: (Ad ASM Mi oe Mees darth edt corhth Ais Aloe 16.0 
LOBOS SERIF. Sie PALES i SATE. ARES «cae lGonta. ARIEL AE. RSE Be: ee et ae 15.3 
LOB lea cece tore &otysss) ois en leiie Pape whantaiinns choy onh cess asi Ura amin can ob tered outecua eae Oa etcn Cae ee 15.3 
LOGAN Y crete cic, < EUteia cecctte tie na, acs, ater Rae MMC CSTD ER eS Gers TeLe NCTOTe Coe eee ee ee mee CRT 15.4 


_In 1962 the price of imports rose substantially more than other items in the 
national expenditure because the devaluation affected the price of imports 
directly. Accordingly, the volume increases in imports in 1962 were less than 
thefvalue increases. The accompanying chart shows the volume of imports of 
goods plotted against the index of industrial production, which covers a sub- 
stantial part of the volume of real output in Canada. It can be seen that, apart 
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from cyclical movements which affect both industrial production and imports, 
the trend of production has been upward, while the volume of imports has not 
changed significantly for many years. Toward the end of 1962, industrial 
production was more than 20 per cent above 1956, while import volume was 
about unchanged. Among the categories of imports contributing to the relative 
decline, two of the most striking were fuels and lubricants and construction 
materials, steel and pipe. 


TABLE 29 
INTERNATIONAL PAYMENTS: CURRENT ACCOUNT 


Prelim. 
——- 1959 1960 1961 1962 


(Millions of dollars) 


Current Receipts— 
Merchandise exports (adjusted).................. 5, 150 5,392 5, 889 6, 364 


Caldeivarlamle tor exports. kee eee ett on ee 148 162 162 165 
fwrayel expendituressiy:. CAM! . je. eden tee. 391 420 482 560 
Interest ndediyvidend sweat anne. cee 182 173 209 211 
Preightand shipping) «. pase dosdoet soe oe Minton 420 449 486 498 
Inheritance and immigrants’ funds............... 109 102 103 124 
@thertcurrent.receipts. Arse anc tees ese een 392 419 403 426 

Total Current Receipts.................... 6,792 7,110 7,734 8,348 


Current Payments— 


Merchandise imports (adjusted).................. EY? 5, 540 5,716 6, 209 
‘Traveltexpondibureas Meee tee Oye se Bt 598 627 642 610 
Intgeresthapd diva dend sec. isa suedccncaacsectet een 671 653 770 781 
MreiohVancis hippie. eee Cane mer ake ei. ay 533 568 588 
Inheritance and emigrants’ funds................. 165 181 174 163 
Official contributionstecems. . «- «++, bene 4. 72 61 56 32 
Othercurrentipayiments eee. .cs te ee 693 758 790 813 
Total Current Payments................... 8,296 8,353 8,716 9,196 
Balance on Merchandise Trade.................e0000- —422 —148 +173 +155 
Balance on Other Transactions....................+.- —1,082 —1,095 —1,155 —1,003 
Current Account Balance......................0.5. —1,504 —1,243 —982 — 848 


Merchandise exports have grown over the last six years by about the same 
percentage (32 per cent) as has G.N.P. The increase has been fairly well diver- 
sified, with exports of farm and forest products showing less increase than metals 
and minerals, chemicals and fertilizers. As the following table shows, a very 
substantial increase has been recorded in the category of ‘“‘Manufactured and 
Miscellaneous” which includes machinery of all types,-automotive items, air- 
craft, whiskey, textiles, ete. 


TABLE 30 
MERCHANDISE EXPORTS BY COMMODITIES 1956 AND 1962 


Chem- | Manufac- 


Farm Metals |. 
1 Forest } icals and |tured and Re- 
and Fish Products Mi 1 Ferti- Miscel- | exports Total 
Products Lens lizers laneous 
(Millions of dollars) 

OSG Srey tape ie ars a Mere. ots reel ics 1,121 1,496 1,472 183 489 18: 4, 834 
1962) Prelim: 44.3. See 1, 264 1,701 2,063 248 902 169 6,348 
Ty INCnease seer. es icackdrcmseyeec 4-12.8 +13.7 +40.1 +35.5 +84.5 +131.5 +31.3 


Source: Bank of Canada Statistical Summary. Data are based on Trade of Canada definitions which 
vary slightly from those used for balance of payments purposes. 
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Turning to developments in 1962, there was an expansion in both exports and 
imports of merchandise. In 1962 exports of goods increased by 8.1 per cent mm 
value above 1961. Nearly one-half of the increase in the value of exports was 
attributable to higher prices, a reflection of the change in the foreign exchange 
value of the Canadian dollar. About one-half of the gain was accounted for by 
increased shipments of iron ore, crude petroleum, aluminum, nickel, lumber and 
timber and woodpulp. Declines were registered by uranium ores and concentrates 
and wheat. Exports of manufactured goods also showed a significant increase. The 
gains were more than accounted for by shipments to the United States; shipments 
to other countries were below those of 1961 due to inventory adjustments and 
other factors. 


Within 1962 merchandise exports (on a seasonally adjusted basis) rose sharp- 
ly from the first to the second quarter, were steady in the third quarter, then again 
rose sharply in the fourth quarter. From the beginning of the business expansion 
in the first quarter of 1961 to the fourth quarter of 1962, merchandise exports 
increased by 17 per cent. 


IMPORTS AND EXPORTS OF MERCHANDISE 
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(1) SEASONALLY ADJUSTED AND AT ANNUAL RATES 


Merchandise imports in 1962 rose 8.6 per cent over 1961. On a quarterly 
basis, the 1962 annual level had almost been reached by the first quarter of the 
year, where it stayed throughout the year, except for a temporary increase in the 
third quarter. Some, at least, of the third quarter increase was related to deliver- 
ies of goods ordered, for anticipatory purposes, about the time of the unsettled 
exchange situation in mid-year. As in exports, nearly half of the increase in im- 


telig was ascribable to higher prices, resulting from the change in the exchange 
rate. 


During 1962, imports of industrial materials, automobile parts, non-farm 
machinery and electrical apparatus were prominent among the commodiniae 
which were higher than in 1961. More than three-fourths of the increase in mer- 
chandise imports in 1962 came from the United States. 


J 


7 


There were significant changes in the geographical distribution of merchan- 
dise exports during 1962 compared with 1961, On a balance of payments basis, 
the very large trading deficit with the United States was reduced while the surplus 
with the United Kingdom increased somewhat and the surplus with other coun- 
tries was reduced. 


TABLE 31 
GEOGRAPHICAL DISTRIBUTION OF MERCHANDISE TRADE BALANCE 


Exports Imports Trade balance Percentage change 
Prelim. Prelim. Prelim. 
1961 1962 1961 1962 1961 1962 1961/1962 

(Millions of dollars) Exports | Imports 
United States... +... acc Seats 3,742 | 3,828 4,217) —615 "La7s +16.5 +10.2 
United Kingdom....... 924 924 593 575 | +33 +349 0 —3.0 
Other Countries........ hy) 1,698 | 1,295 1,417 | +457 +281 —3.1 +9.4 
OCALA s.7.) bls, kone» 5,889 6,364 | 5,716 6,209 | +173 +155 +8.1 +8.6 


Turning to the non-merchandise account in 1962, the most significant develop- 
ment was a smaller deficit, compared with the corresponding period in 1961. 
Changes in the balance on most major components were relatively small, but 
there was substantial improvement on travel account. 


BALANCE ON NON-MERCHANDISE TRANSACTIONS 


1952 — 1962 
MILLIONS OF DOLLARS MILLIONS OF DOLLARS 
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NET RECEIPTS ON NON— MERCHANDISE TRANSACTIONS 


1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 


The seasonally adjusted data for the non-merchandise account indicate a 
significant improvement in the third and fourth quarters of 1962. (The data are 
as defined in the National Accounts which differ slightly from Balance of Pay- 


ments definitions. ) 
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TABLE 32 


NON-MERCHANDISE ACCOUNT 

(Seasonally Adjusted at Annual Rates) | 
—eee—0—.—————SS=_a 

Exports Imports Balance 


(Millions of dollars) 


5 fei PR a PAS cate 1,676 2,876 —1,200 
SS aL PMR NOMMEEBUISORARET Ce oe es ee Gat 
ED Rh FI ae ee ios yd oo cytes le 1,752 2,808 —1,056 
Bed TCL Ati ed dah. 263A bd bed Patel de Ae 1,776 2,872 —1,096 
REPRE UMN Seg sha cxiascc eRe 1,788 2,852 —1,064 
20 1962 oe Pa Mes: 6r8 ie Qala tel dds, GRIN Eos esc hv ore: » de MEAS 6 Sian ss 1,868 3,004 —1,136 
8Q 1962 DUE hres oe hewn evs remy rivartalesttyreniriemocesmvhode deSae 2,720 — 848 
4Q 1962 Brinn coven sem Ueott cco uk line ks 1,912 2,720 —808 


Se a ee eee 


The third and fourth quarter 1962 reductions in non-merchandise payments 
were reflected in all categories. The sharpest reductions occurred in the outflow 
of interest and dividend payments which declined from an unusually high second 
quarter level, in payment for miscellaneous current services and in Canadian 
residents’ travel expenditures abroad. 


The improvement that took place in the travel account in the third and 
fourth quarters of 1962 was all with the United States. During 1962 there was a 
rise of $75 million in expenditures in Canada by visitors from the United States 
together with a reduction of $39 million in spending by Canadian travellers in 
the United States, following the further depreciation of the Canadian currency 
in May and the sharp reduction in June in the allowances for duty-free tourist 
purchases by Canadians. 


The following table indicates the pattern of the deficit on travel account. 


TABLE 33 


DEFICIT ON TRAVEL ACCOUNT 
(Millions of dollars) 


sdichtd Waa, Cosy, EC, AS IME | MR ag OOO ee os ono Ogee aerated — 207 
a Ot ee ee ee eee Fal Reh ar viens Rim Mee Lees —207 
| etd CEE Eh A —161 cl Se oe ae eee al as —160 
pe ois) 4"8 Shao Riek: STAG Pm tee cs set... J eM ohh TODAS FECTED as fied’ WN sc SM —50 


Capita, Accounr 


Table 34, which shows annual totals for capital movements, tends to mask 
some of the more extreme developments which occurred in the course of 1962, 
and largely cancelled themselves out. These developments which, in the first 
part of the year, involved net capital outflows and were reflected in the exchange 
crisis at_mid-year, still show some of their effects in the twelve-month totals 
ending December 31, 1962: the outflow arising out of trade in outstanding 
Canadian stocks was the first since this series has been classified separately, while 
the capital outflow arising out of trade in foreign securities was_the largest in the 
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TABLE 34 
INTERNATIONAL PAYMENTS: CAPITAL MOVEMENTS 


= 1959 1960 1961 Prelim, 


(Millions of dollars) 


Direct investment in Canada....:...............002- +550 +650 +515 +525 
Direct investment abroad .....c.sncsscescccc cece cesses — 80 — 50 — 80 —100 
Canadian securities— 
Trade in outstanding bonds and debentures...... + 91 + 3 + 63 + 64 
Trade in outstanding common and preference 
stocks FEE LER OCEIONS Seca) ICS EO CRETE Fee een ee ae +110 + 51 + 40 —116 
POW IARUOR oe as Have teste reg sheet hes +707 +447 +533 +708 
EVO MITOTNON ES Prstrecterie hah uae olds Cire otorotae abeieeaiane ed — 258 —265 —297 —295 
Foreign securities — 33 — 19 — 33 — 79 
Loans by Government of Canada—Drawings......... sy led bes Pie a aA (et olalaeninis <8 — 7 
Repayments...... + 34 + 32 + 37 +129 
Subscriptions to IMF, IFC and IBRD in gold and 
Wi Sao ollaret.s, cob c4 ey arctoaiae ses Giastohs. Sie dor AO — 59 EL BO - 1 
Change in Canadian dollar holdings of foreigners..... + 13 +120 — 34 — 28 
Specialanternavional Hinancial Assistance. + ccc a. ce. lecui dose eaclads oa cece scclan moccasin +330 
Change in official holdings of gold and foreign exchange 
MAN CLOMSO SER Mee cites c od sos ce beep an Bors + 70 + 39 —229 —537 
Othericapitalemove montanes c.cie-wisiwicie ole wis'ereis oe shee +360 +238 +467 +255 
Net capital movement......................0220008- +1,504 +1, 243 +982 +848 


Developments are more readily discussed by an analysis of quarterly data. 
The following table gives the data in summary form, while a more detailed 
statement is contained in Table 36. 


TABLE 35 
SUMMARY OF CAPITAL MOVEMENTS 


1961 1962 
1Q | 2Q | 8Q | 4Q 1Q | 2Q | 8Q | 4Q 
(Millions of dollars) 
Capital movements in long term 
OTTERS ee Oa ene +186} +270] +200] +1384); + 25) — 14) +260 +447 
Capital movements in short term , 
TORING ey ek ore eta oesickinostogsioeeok +256 + 92 —200 +273 — 56 —217 +460 +150 
Balance on goods and services..... —337 —3il — 62 —272 —333 —362 — 34 —119 
Total Of AbOVOURS Jo.anahiie Me- +105 | + 51 —62 | +135 | -—364] -593 | +686 +478 
Special international financial as- 
BUG EATL COME L Meee ad circ cet uiahe eve BP ANS lheusho tencheat oral PS rolSyayten Wo: [lolet = Sobat tel ge ete ahs at AOds lhacrersroses —377 
Change in official holdings of gold 
and foreign exchange .......... —105 — 51 + 62 —135 | +364 —114 —686 —101 


@Increase (—) 


The summary table shows that in the first quarter of 1962 the customary 
net capital inflow ceased and was replaced in the second quarter of the year by 
a substantial capital outflow. It was not until the third quarter of the year that 
a net capital inflow was resumed. The shift from the second to the third quarter 
amounted to almost one billion dollars, much of it representing a “swing’’ in 
short-term capital movements. 
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TABLE 36 


INTERNATIONAL PAYMENTS 
CAPITAL ACCOUNT 


1961 1962 
1Q | 2Q | 8Q-| 4Q iQ | 2Q | 8Q@ | 4Q 
(Millions of dollars) 


Direct investment: in Canada} +140 | +4158 +117 | +100 | +4110 + 80] +145 +190 
abroad..... — 29 — 21 — 12 — 18 — 380} — 30] — 15 — 25 
Canadian securities 
Trade in outstanding bonds and 
debentures. ..0. de eese cs ss +31} +34} —11/ + 9] — 8] + 4] + 39 + 24 
Trade in outstanding common 
and preference stocks.......... + 13 Sl [eA — 5 — 14 — 44 — 26 — 32 
ING WHiS Gaiam per aaternsmioien © +101 +190 | +125] +117) + 52 |©+200 |] + 87 +369 
Retirementast. 1%. a5 coeeasttec es: — 73 — 92 — 29 —103 — 70 — 68 — 48 —109 
Foreign securities 
Trade in outstanding issues...... f= Sail atwrees sve + 2 — 10 — 32 — 37 -— 9 — 6 
ING@W ISSUES NA trick te von ccc — 5 — 18 — 7 — 7 — 2 — 4 — 6 — 5 
Retirements.s ah. scsi soe + 2 + 2 + 3 2 Se) + 5 + 5 + 5 
Loans by Government of Canada 
Dra WAU LSts 7% hAnnten soa sone na MAPA ERE cinders see Mee, tI De Liane SIRT 1 RCO, 
HOPS YW MENUS accraaeierae aerate: ea te Mallar cae +27} + 3 + 7 + 68 + 51 
Subscriptions in Gold and U.S. 
dollars to International Financial 
AD ONICICS Serene en aeteat oo) | aan a Sere ea G ema ANS g WiaIe cn e. eate - 1 
Change in Canadian dollar holdings 
ULLOreiers igo eee ae ek re -— 5 — 72 — |i + 44 — 32 + 34 — 54 + 24 
Special International financial as- 
SISUATIGOn: Av. cy. crate TN Wee fare tPA AUREL Io eek Nea ae. Bi Sct: SY ALON Sry eescer —377 
Change in official holdings of gold 
and foreign exchange (increase,—)}| —105 — 51 + 62 —135 +364 —114 — 686 —101 
Other capital movements......... +261 +142 —187 +251 — 18 —378 +540 +111 
Net Capital Movement........... +337 | +311} + 62) +272] +833 | +362] + 34 +119 


a a a ee a a ee ee Sa 
Includes $125 million of new corporate borrowing which was applied to the refinancing of external 
liabilities in other forms. 


TABLE 37 


NET TRANSACTIONS IN CANADIAN SECURITIES BETWEEN CANADA 
AND OTHER COUNTRIES 


Bonds and debentures 


Government of Canadas ice.co04r853 sahh antec een: —14 —19 +38 +114 
Provincial COvermMEeNt......os ee wie oe be Cee + 6 + 3 +16 +114 
Municipal. $544.03. «hse sxe en Rie necheee ete dee ad — J +24 + 35 
Railways (not guaranteed by government)....... — 3 ee ieee ee — il 
Miher Corporations soos continence — 9 +154 + 4 + 44 

Sub-total, bonds and debentures............200. —19 +136 +82 +296 
Common and preference stocks...............00- —16 —44 —30 — 44 

OCAN TS Cs ou cowie e ae acticin neem ne —-35 +92 +52 +252 


‘ @Tncludes $125 million of new corporate borrowing which was applied to the refinancing of external 
liabilities in other forms. 
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Throughout 1962, the flow of direct investment remained inward. In the 
past ten years direct investment in Canada has varied between about $400 
million and $650 million, depending upon a variety of factors including the 
phasing of particular new capital formation, refinancing operations, or acqui- 
sition by foreigners of existing Canadian concerns or interests. These financial 
operations were considerably larger in 1962 than in 1961. Inflows from direct 
investment declined somewhat from the first to the second quarter, then rose 
substantially late in the third and in the fourth quarter to the highest levels in 
six quarters. Industrially, the largest inflows were to the petroleum and natural 
gas industry and iron ore projects. 


Apart from special financing by a corporation in the second quarter amount- 
ing to $125 million, and a Government of Canada borrowing abroad in the fourth 
quarter, new security transactions in 1962 resulted in a net inflow of approxi- 
mately $150 million with most of this inflow occurring in the fourth quarter. 
Trade in outstanding Canadian bonds and debentures yielded a net inflow, most 
of which occurred in the third and fourth quarters. Net sales were made up mainly 
of Government of Canada direct and guaranteed issues and were on balance 
entirely to the United States as there were repurchases from residents of overseas 
countries. It will be noted that the yield spread between Canadian and United 
States long-term government bonds was considerably wider in the third and 
fourth quarters, after the exchange crisis, than before it. 


Transactions in outstanding Canadian stocks, on the other hand, led to cap- 
ital outflows in each of the four quarters of 1962, amounting in total to $116 
million. The sales of Canadian stocks were largely accounted for by overseas 
investors; there was only a modest capital outflow to the United States arising 
out of these transactions. 


Proceeds from new issues of Canadian securities sold to non-residents in 
1962 amounted to $708 million. As previously noted, this includes $125 million 
involved in the refinancing of external liabilities, which took place in the second 
quarter, and the Government of Canada 25-year external borrowing. Apart from 
this, proceeds from new issues sold to non-residents were, quarter by quarter, 
somewhat below the same period in 1961 until the fourth quarter of the year. 


A capital outflow of $79 million took place in 1962 in the form of net pur- 
chases of foreign securities; all but $14 million of this occurred in the first half 
of the year. The bulk of the outflow was in United States securities. 


Official transactions in 1962 (apart from special international financial assist- 
ance) yielded a net inflow of $122 million. Most of this represented advance 
repayments on outstanding intergovernmental loans of $67.6 million in July by 
France, and of $32.1 million by the Netherlands in October. 


In the course of 1962 there were some very large and very sharp movements 
of short-term capital. In the first quarter of the year, there was & relatively small 
outflow, followed by a large outflow in the second, all of which was more than 
offset by a very large inflow in the third quarter and was followed by a smaller 
inflow in the fourth quarter of the year. The shift between the second and third 
quarters amounted to an extraordinary $677 million, of which about $500 million 
represented Canadian-owned bank balances and other short-term funds in 


foreign currencies. 
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Canadian dollar holdings of foreigners yielded capital outflows in the first 
and third quarters of the year, and capital inflows in the second and fourth quar- 
ters. They included a small increase in foreign holdings of Government of Canada 
Treasury Bills and a decline in deposits as the following table shows: 


TABLE 38 
CHANGE IN CANADIAN DOLLAR HOLDINGS OF FOREIGNERS 


Treasury 
Bill 


Deposits Total 
ills etc. 


(Millions of dollars) 


LQITOG LS). Si. Slencseket eth CASES ae: REALE SUCRE RAMS ICBO: Bie AOE: +33 —38 == 5 
2Q) 19Gb. dacs cccte de crank creat Grey einen eee ree fact ed —75 +3 —72 
SOLO Th mors estan icin otto e etal tee arte ataeree e et e ere —34 +33 a 
BQ 19GLy-e.. fs: Meeiat cele abereh «i «Bhai a aeet em iratysh EAS cope cae +18 +26 +44 
OQ OG 2 Ey, oh sr IRA Us ae 0 ee) che EA RACH» Metane Weectare: Sena aie +18 —50 —32 
BC), LOG Bipot sriere Maye sapere h tetenat= arma py ncaa otite Revere et caiece +50 iG +34 
BOY LOC 2. ste ctaniarssraisiseous mveitiotelevs ease hee oe Crease a ere atte eee ae ae —51 — 54 
4QM962 7 REIL IR No Ate UG DO Aen cee arte SEEM tia aT ai! +85 +24 


Non-resident holdings of finance company and commercial paper increased 
in all four quarters of 1962, with inflows amounting to $28 million, $25 million, 
$35 million and $52 million in successive quarters. 


Quarterly movements of Canadian-owned bank balances and other short- 
term funds in foreign currencies in 1962 were respectively +$49 million, —$245 
million, + $257 million and +$17 million (plus equals an inflow, minus equals an 
outflow). The second quarter outflow and the third quarter reversal were unpre- 
cedented in size. 


On June 24, 1962, the Canadian authorities arranged for $1,050 million in 
credits in foreign currency, as part of a programme of emergency measures. Of 
this total, $400 million represented a stand-by credit with the Export-Import 
Bank of Washington. The remaining $650 million of foreign exchange (equivalent 
in value to $707 million Canadian) was in the form of a $300 million drawing 
from the International Monetary Fund, a reciprocal currency arrangement 
entered into between the Bank of Canada and the Federal Reserve Bank of New 
York for $250 million, and a similar arrangement with the Bank of England for 
$100 million. Subsequently, as the situation improved, these arrangements were 
reduced or eliminated. The stand-by credit with the Export-Import Bank was 
reduced by $250 million in September and eliminated entirely in December. The 
reciprocal currency arrangement with the Federal Reserve Bank of New York 
was reduced by $100 million on October 31, by a further $75 million on November 
30, and eliminated on December 26; as each reduction took place a similar amount 
was placed on a stand-by basis. The arrangement with the Bank of England was 
also reduced in steps on these dates and eliminated on December 26. 


Official holdings of gold and foreign exchange were subject to wide move- 
ments in 1962. During the period when the Canadian dollar was under heaviest 
pressure there were also substantial “forward” transactions. 


As for the movements in the exchange rate, it will be recalled that, from the 
end of June, 1961 to September, 1961, the Canadian dollar settled at about a 3 
per cent discount on the United States dollar. In October, however, an upward 
pressure on the Canadian dollar emerged. In resisting this pressure, the Exchange 
Fund accumulated $186 million of foreign exchange in October. By the end of 
that month, the Fund held $2,111 million. 
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CANADIAN DOLLAR IN UNITED STATES FUNDS 


AVERAGE NOON RATES 
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Toward the end of 1961 and in early 1962 pressures in the opposite direction 
developed and the rate began to move downward, reaching a 5 per cent discount 
on the United States dollar in February where it was held through March and 
April. Some $32 million of exchange reserves were used up in November, $23 
million in December, $134 million in January, $175 million in February, and 
$35 million in March. However, following the announcement of a General 
Election in April, heavy downward pressures re-emerged. The official reserves 
declined by $114.6 million in April, while the exchange rate was still held at a 
level of approximately 95 cents (U.S.). 


On May 2, 1962, with the concurrence of the International Monetary Fund, 
the Government declared a ‘par value” for the Canadian dollar, fixing it at a 
rate of one Canadian dollar equal to 92.5 cents (U.S.), with the normal one per 
cent margin either way. A short lull in the market was followed by renewed 
downward pressure on the exchange rate which gathered force late in May and 
through June, reaching a climax following the indecisive results of the General 
Election. By June 24 the “‘spot’’ position of the official reserves had fallen to 
about $1,100 million and in addition there were outstanding substantial forward 
sale contracts. 


On June 24, the Government announced its emergency measures, the 
exchange market settled and exchange reserves began to increase. At the end of 
June, official holdings totalled $1,809 million, including $650 million arising out 
of special international financial assistance. Between June 30 and year end, 
reserves rose to $2,539 million, despite repayment of $350 million of special 
international financial assistance. 

The value of the Canadian dollar in U.S. funds averaged about 91.9 cents 
(U.S.) in June, and then subsequently strengthened in July to 92.7 cents (U.S.). 
It closed the year at 92.8 cents (U.S.). 
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FINANCIAL DEVELOPMENTS 
MoNETARY AND ForrEIGN EXCHANGE CONDITIONS 


During the first few months of 1962 the continuing cyclical expansion in 
economic activity was financed without much change in general credit conditions. 
Yields on long-term government bonds drifted gradually lower during this period 
and by April, 1962 were under 5 per cent. The yield on three-month Treasury 
Bills rose around the end of 1961 from about 27 per cent to 3 per cent but there- 
after showed only minor fluctuations through to late April 1962. Interest rate 
differentials between Canada and the United States, which had narrowed con- 
siderably in mid-1961, declined somewhat further in the early months of 1962. 
The total volume of funds raised through net new issues of securities in this 
period was appreciably less than in recent years. However bank loans continued 
to expand. Harly in 1962 the expansion began to be accompanied by a gradual 
decline in the banks’ holdings of liquid assets. 


TREASURY BILL RATES 
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In late April and May the wave of selling on the New York stock market 
initiated similar movements in other markets, including Canadian. At about the 
same time downward pressure on the Canadian exchange rate intensified, and 
on May 2 the Government announced the introduction of a fixed rate of Can. 
$1.00= U.S. $0.925. Early in May Treasury Bill yields in Canada began to rise 


fairly rapidly and by mid-May a general upward movement in interest rates 
was under way. 


From early May to late July the Government Purchase Fund acquired 
$113 million in long-term bonds to cushion the fall in prices. In a period of little 
more than two weeks in June, when bond prices were declining rapidly, the Bank 
of Canada bought some $150 million of short-term bonds for cash. 


Pressure on the Canadian exchange rate came to a climax in June and 
emergency measures were introduced to protect the value of the Canadian 
dollar. These measures included re-introduction of a fixed Bank Rate at the high 
level of 6 per cent. During the period of the crisis and for several weeks after 
there was a complete absence of new security offerings and short-term yields 
moved to levels higher than those on long-term securities. On July 3, the prime 
lending rate of the chartered banks was raised from 53 per cent to 6 per cent. 


GOVERNMENT LONG-TERM BOND YIELDS 
Per Cent - Wednesdays 
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During the summer the banks were faced by a situation in which the more- 
than-seasonal increase in the demand for loans which had been occurring in the 
spring was continuing, while their cash reserves were falling. At the same time 
there was a strong demand by the general public, including industrial and finan- 
cial institutions, for securities that, at substantially reduced prices, were offering 
very attractive yields. The banks sold substantial amounts of securities, and 
their total assets, together with their deposits, shrank accordingly. The reduction 
in the public’s holdings of deposits shrank less rapidly, however, because the 
Government was using funds, accumulated from earlier sales of foreign exchange, 
to buy up the offerings of foreign exchange that were now being offered as 
“flight” capital returned to Canada. 


As the emergency measures took effect, and the massive financial assistance 
from abroad assured the defence of the Canadian dollar at its declared par value, 
financial markets began to recover, monetary policy eased and interest rates 
declined. Bank Rate was reduced to 53 per cent on September 7, to 5 per cent on 
October 12, and to 4 per cent on November 13. The total money supply 
declined to early September and then began to increase. Total liquid assets 
of the chartered banks also increased. The proportion of total bank assets 
held in the form of government securities, day-to-day loans, cash and other 
liquid assets, which declined from 37 per cent in early 1962 to about 29 per 
ee in September, rose subsequently to 34 per cent by early 1963 where it lev- 
elled out. 
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The yield on 91-day Treasury Bills, which had reached 5} per cent earlier 
in the summer, fluctuated around 5 per cent from mid-August to early October, 
dropped sharply to about 43 per cent in mid-October and again to about 3% per 
cent in November. The yield spread on Treasury Bills between Canada and the 
United States declined to around 2 of 1 per cent compared with 23 per cent in 
July. Yields on long-term Government of Canada bonds which were around 53 
per cent in the summer declined slightly in September and more rapidly in 
October and November to a little over 5 per cent. The difference in yields on 
long-term government bonds between Canada and the United States declined to 
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about 1.2 per cent, compared with 1.5 per cent in July and 0.9 per cent in late 
1961 and early 1962. In mid-November the prime lending rate of the chartered 
banks was reduced from 6 per cent to 53 per cent. 


The period since September 1962 has been characterized by the reappear- 
ance, on a significant scale, of Canadian security offerings in New York. In Sept- 
ember it was announced that negotiations had been completed for the private 
sale to five life insurance companies of U.S. $250 million in Government of Canada 
25-year External 5 per cent Bonds. The proceeds were received in two equal in- 
stalments on October 15, 1962, and January 3, 1963, and were used to reinforce 
Canada’s official reserves of foreign exchange. The Government of Canada’s 
external issue was followed by an appreciable volume of security offerings in the 
United States market by Canadian provinces, municipalities and corporations. 


Total net new borrowing by Canadian individuals, firms, and governments 
through the banking system and the bond and stock markets amounted to an 
estimated $3.2 billion in 1962. This was only slightly higher than the amount 
raised in 1961. The demands for particular types of funds during the course of 
the year were affected by the disturbances in the financial and exchange mar- 
kets. Some detail for each level of government and the private sectors is provided 
in Table 39. 


New cash raised from banks and security issues by corporations and other 
private borrowers in 1962 appreciably exceeded the amounts raised in either of 
the preceding two years. Reflecting the upward swing in the business cycle, 
private borrowers had sharply increased their net borrowings from $380 million 
to $544 million from the first to the second half of 1961. During the first half of 


TABLE 39 
NET CHANGE IN SECURITIES AND BANK LOANS OUTSTANDING 
1 Half 2 Half 
——¥ 1960 1961 1962 | 1962 1962 
(Millions of dollars) 
t of Canad 
HO eeobetiese) 2 Cras @ Dead Ac SAAT es rte Stats aha 669 1,110 787 —371 1,158 
Provincial governments 
SSCUIRILTOS aM cere Ree era ole eles site tales walsh 477 935 669 288 381 
aistlGansy Of Se eis fet kideet » Slot ielas 89 —82 -—17 —22 6 
RS aL eEOLO User ee oray role Baral allerele/ ss scorse te anata ha owes 566 853 658 266 887 
ieee hag iat baticitcariaceticccdraborb pec 283 208 215 101 114 
AM IGGOALSHE ETE a ee babel Gite cided SEG) Lhe). 23h —14 30 —3 45 —48 
RO T=LOLAL MRR ate coat are cce ar ceiere rs ate svaie, eae on 269 938 212 146 665 
Ca caer oe ? she SRNR AES ARE 7 I 318 346 314 227 87 
Corporate stocks®),........0000:eeceeererecees 172 = e 08 ee 
INANE OO, NOES. ois care peti inci aia) leg nasal 10 a ae oe 
Batic TOA Oar: ect eotsine seeerees ee sae 392 422 888 
PR DEOL aE ace We Pe se Apns.9 22 0 Derapesyahogmny 892 924 1,621 1,088 488 
TMOCAl!. fh. see EE BS AIS Ree 2,396 3,126 3,172 1,074 2,098 


Source: Bank of Canada. ‘ 
(Government of Canada and C.N.R. securities held outside Government accounts. 


(2) excludes chartered bank stock issues. ‘ 
(3)All other chartered bank loans in Canadian currency, 
securities dealers and Mortgage Loans. 


Nore: Totals may not add due to rounding. 


including day-to-day and call loans to 
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1962 there were special influences which caused their rate of borrowing to ac- 
celerate to a total of $1,033 million, practically all of which was concentrated in 
the second quarter. Private borrowing was about 25 per cent higher in this quarter 
than in any previous three-month period. Much of the private borrowing was 
in the form of bank loans. 

The swollen level of bank loans during the summer was partly associated 
with the continued expansion in the economy. In addition there were other 
influences which probably contributed. In the period leading up to the exchange 
crisis, expectations of a further fall in the value of the Canadian dollar probably 
led to advance buying of imports and remittance of earnings abroad. Some 
corporations and governmental bodies postponed security issues because of 
unsettled conditions in the stock and bond markets and relied instead on bank 
loans. Some bank borrowers may have anticipated tighter money conditions, and 
engaged in precautionary borrowing. 

The decline in private borrowing from $1,033 million in the first half of 1962 
to $488 million in the latter half, probably reflected, in part, the reversal of the 
above temporary influences together with the effects of reduced business inven- 
tory accumulation towards the close of the year. 


Overall borrowings by governments were sharply lower in 1962 than in 
1961. The distribution of borrowings between the two halves of the year was 
opposite to that described above for the private sector. The uneven distribution 
of borrowings by the Federal Government accounts for most of the concentration 
of total government borrowings in the second half of the year. 


The pattern of federal financing was sharply distorted by foreign exchange 
developments during 1962. In the first half of the year large scale liquidation of 
exchange reserves by the Federal Government provided it with funds to maintain 
unusually large cash balances at the chartered banks, and at the same time 
appreciably reduce the total amount of marketable government bonds outstand- 
ing. On June 24, one of the emergency measures announced was that the cash 
resulting from the sale of foreign exchange since the beginning of the 1962-63 
fiscal year—about $600 million—would be earmarked for future purchases of 
foreign exchange by the Exchange Fund Account. 


In the course of rebuilding the exchange reserves the Federal Government 
drew down its cash balances at the chartered banks from July to early November 
raising new cash from securities market again. In the second half of 1962 the 
Federal Government raised $1,158 net million from sales of Canada Savings 
Bonds and marketable securities to the public, and from net sales of securities 
held by Government accounts. 


Following the mid-year financial instability the Federal Government’s 
first public financing operation on August 1 took the form of a straight refunding. 
An issue maturing on June 15 had been paid off out of government cash balances, 
some of this issue having been handled previously by an advance refunding with 
the Bank of Canada. Included in the August 1 refunding was the sale of $120 mil- 
He in 18-year bonds. This was the first long-term issue since the C.N.R. issue in 
ate 1960. 


In September the Federal Government raised net new money from the 
securities market for the first time since March. At each weekly auction of 
Treasury Bills from September 6 to November 1, it sold $15 million more than 
the amounts maturing, raising a total of $135 million in new cash. A further $82 
million in new cash was raised from domestic debt operations on October 1. 
The debt management operations from December 1 to January 1 constituted, on 
a net basis, a refunding of existing government debt. 


The average term to maturity of Government of Canada and C.N.R. 
market securities was steady at about eight years during the first seven months 
of 1962. It lengthened to eight years and two months in August, reflecting the 
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issue of 18-year bonds and lengthened again in December to eight years five 
months, reflecting the fact that almost all the holders of the 53 per cent Govern- 
ment of Canada bonds due April 1, 1963 exercised their option to exchange them 
by the end of 1962, into an equal par value of 53 per cent non-callable bonds due 
April 1, 1976. 

The yield to maturity offered on the 1962 Series of Canada Savings Bonds, 
announced on September 14, was high, and sales were large. The bulk of the 
proceeds from the sale of Canada Savings Bonds became available to the govern- 
ment in November, and accounted, as in previous years, for a sharp increase in 
government cash balances in that month. The net sale of Canada Savings Bonds 
during 1962 provided the Government with $540 million in new cash compared 
to $486 million in 1961, $382 million in 1960 and $317 million in 1959. Individual 
purchase orders for the 1962 Series up to March 31 numbered almost 1,667,817 
of which 674,894 were made under the Payroll Savings Plan at factories, offices 
and other places of work. The average amount of the 1962 Series bought by 
each person under the Payroll Savings Plan was $343. 


Hovusine FINANCE 


Housing starts totalled 130,000 in 1962, an increase of 3.6 per cent from 
those in 1961. Expenditures on residential construction rose 8 per cent to a total 
of $1.6 billion. This represented 3.9 per cent of Gross National Expenditure in 
1962, the same as in 1961, but somewhat less than in previous years, reflecting 
in part the decline in net family formation. 

There were important shifts during 1962 in the composition of housing 
starts, by type, and in the sources of financing for residential construction ex- 
penditures. Starts of rental dwellings increased noticeably while starts of dwell- 
ings for home-ownership declined slightly. The proportion of rental dwelling 
starts to total starts increased from about 37 per cent in 1961 to about 41 per 
cent in 1962. Partly associated with this trend was an increase in conventional 
mortgage lending and a shift away from financing under N.H.A. (See Table 40.) 

q TABLE 40 
EXPENDITURES ON NEW HOUSING BY SOURCE OF FUNDS 
Se 


—— 1960 | 1961 1962 


(Millions of dollars) 


CMHC direct loans and other public funds..........-.-+++-- 308 300 224 
Institutional funds—NHA ‘ F 
(GInaaas Hailey ee SRS: c obaeder Cocuaoueecs conc 42 3 1 f 
Life Insurance Companies.......-.-++++++sreseeeresstee: — 27 eH 
Loan and Trust Companies, et¢.......---..+:seerr eres 23 160 
Fy BE ins hci sete oe vn deena de eas 177 388 397 
Institutional funds—Conventional E 
Life Insurance Companies.........-+++eeeereeereerecnete 201 a au 
Loan and Trust Companies, etc.......--.seeee errr eees 93 
IS Sori ete dh hee clerehee POE SONI, MOORE TC OMA HOR ORCI OT 294 250 411 
Equities of owners in addition to the above Mortgages and 
, AN RRSE THICK ool aah Innis op qecomoe C50 0 Diod” EDO EmaeCEeGmOr 692 547 576 
1,472 1,485 1,608 


TY ES OOo aacis le gokue SR tig eb Seo cio CO ecnicnas cia Scr 


ers on dwellings being financed with mortgages from public 
clude equities on dwellings financed with mortgage loans 
an mortgages, or equities on dwellings fully financed by 


()'These include equities of owners or build 
funds or from institutional lenders. They also in 
from non-institutional lenders or by loans other th 
oe penditures on housing in Table 14, which includes major 


@Di ightly from public and private ex 
lfc oaide car nat the cost of land. Table 40 includes the cost of land but not major alterations 


to buildings. 
Nore: Totals may not add due to rounding. 
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N.H.A. lending activity in 1962, including institutional and direct C.M.H.C. 
loans, was below the previous year. The decline was particularly marked from 
June to November and was associated with a temporary narrowing in the spread 
between the maximum N.H.A. interest rate of 63 per cent in 1962 and long-term 
bond yields. 


In 1962 C.M.H.C. conducted further auctions of insured mortgages from 
its portfolio as part of its continuing actions to promote a secondary market in 
mortgages. Sales totalled $48 million compared to $40 million in 1961. On 
December 6, 1962, the Government announced the establishment of a $100 
million re-discount facility as a further step in the development of a secondary 
market for N.H.A. mortgages. C.M.H.C. will make funds available as a lender 
of last resort to N.H.A. approved lenders. Total loans to any one company may 
not exceed three times its paid-up capital or $5 million, whichever is the smaller. 


CoNSUMER CREDIT 


Personal expenditures on goods and services increased 5.2 per cent in 1962 
compared to 4.1 per cent in 1961. Sales of new automobiles featured prominently 
in the increase. In 1962 consumer credit extended by banks, finance companies 
and retail stores rose by 8.7 per cent or $296 million compared to 6.0 per cent or 
$192 million in 1961. 

During the year there were divergent trends among the main lenders. The 
sharp increase in chartered bank consumer credit levelled off after mid-year, 
after allowance for seasonal influences, then started to rise again at the close of 
the year. Instalment finance company loans stopped declining early in 1962, 
followed a level trend during most of the year, and then towards the end of the 
year started to pick up. The small loan companies accelerated the previously 
moderate rate of increase in their loans in late 1961 and continued in this trend 
throughout 1962. Credit extended by retail stores rose moderately in 1962. 


TABLE 41 
NET CHANGE IN CONSUMER CREDIT AND OTHER LOANS TO INDIVIDUALS 


SE eee nnn 


—— 1960 1961 1962 
(Millions of dollars) 


Consumer Credit 


Chartered bank personal loans secured by household 


ye) Paes IE AP aI \ OBR A AnE Ar Se Scr nade Cocce ns: 138 173 153 
Tnetalment ciuance COMPAMles cei ccc clea deinls sce cites oy 22 —72 15 
SrallnloaniCOmPANIOS wane. cteaehnate-c's sve sale scchatele stareraratorere rar atonete 65 45 95 
WEpart ment SOLES’ s./<)- Givin vera toe =m walolsie siteloris oie anette ec eres 50 33 26 
MOENGr TOLALLCORIONS. cs caiveccarn it o.ule Mc eopiesio sits wiemidnea otal —5 13 a 

RES Lc Aira ee te ec aR ONE ero Meat CRAG SE 270 192 296 


Other Loans 


Chartered bank personal loans secured by bonds and stocks. . 4 50 36 
Chartered bank government-guaranteed home improvement 

POT Bike et AP ip ome end baa Janet MRE NE. SASS Ss SMe Te —4 10 4 
Al GNBUTANCe! GOs POLICY: OBNSHede arse nassau re om mee sel. s 21 14 13 
Ovebeo savings DANKA EE. feid aoc cuisine aslo cme tiy<rctsaraeiels. 1 3 10 
Credit unions cvcsaascewenaccctocte srvarenit ereatsrormaroesibrersrenereraaie 36 92 n.a. 


nn nn eee UE a Uy ssS EI SSUESS SS SSSsSS SSS Sg 


' () Excludes personal loans fully secured by marketable bonds and stocks and home improvement 
oans. 


n.a.—=not available. 
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PART II 
REVIEW OF GOVERNMENT ACCOUNTS 
1962-63 


1. INTRODUCTION 


This Part of the Budget Papers presents in a concise manner a review of 
the accounts of the Government of Canada for the fiscal year 1962-63. The 
figures used are preliminary and will vary to some extent from the final figures 
when they become available on the closing of the books. The government’s 
fiscal year ended on March 31, but in accordance with section 35 of the Financial 
Administration Act the books must remain open for some time after that date 
to take into account all payments up to and including April 30, originating in 
and properly chargeable to the fiscal year 1962-63 and to record various adjust- 
ing entries. 


When Parliament was dissolved on February 6, 1963 the Revised Estimates 
and Supplementary Estimates (A) and (B) for 1962-63 had not been passed 
by the House of Commons. At that time Appropriation Acts had been passed 
authorizing the expenditure of only ten-twelfths of the estimates, and the 
remainder of the payments for the fiscal year were made under the authority 
of Special Governor General’s Warrants issued on February 8, 1963 and March 
4, 1963 in accordance with section 28 of the Financial Administration Act. 
It is not expected that the books for the fiscal year will be closed until a Special 
Appropriation Act is passed by Parliament, covering the Special Governor 
General’s Warrants and authorizing certain accounting adjustments that remain 
to be made. 


29 HIGHLIGHTS OF GOVERNMENTAL FINANCIAL OPERATIONS 
DURING 1962-63 


This section outlines the budgetary and non-budgetary transactions, the 
operations of the old age security fund, and the debt transactions during 1962- 
63, and the cash position as at March 31, 1963. 

The following table summarizes the budgetary and non-budgetary trans- 
actions for the fiscal year and indicates how the budgetary and non-budgetary 
transactions, including changes in unmatured debt, affected the government's 
cash balances. More detailed explanations of these transactions are given in 
subsequent sections of this Part. 
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TABLE 1 
(in millions of dollars) 
——  — — ——————————————aawwwa—a—aerem 
Fiscal year ended March 31 


SumMaRY or BUDGETARY AND Non-BuDGETARY TRANSACTIONS 


AND CHANGES IN CasH PosITION 1963 1962 
(preliminary) 
EB a ee Se 
Budgetary transactions— 
Revenues— 
eS ae Be deerct Sar cie es aes Fe Cas voyt eae hatb audi Chores oretsugrocat ae vaa altro rake, oss! s:sxefemeee 5, 237 §,111 
Neel ts eos meant Set ie BA ROA AOC ero omc Umcnauortcou nau) Ur 639 619 
5,876 5,780 
Expenditures— 
TD Pat horn OR EE ec ian) bie cerca AGO OOO Sia HOo OT —1,602 —1,650 
INT Tcl OEOTA CO oo ooe apne is covers ce CualO c tocee te sustiera rene ole als ioe wigeaoVacue ais —4, 983 —4,871 
—6, 685 —6,621 
Defiert: (=—)2 +... 00... PEEL. AOS Fasc Hes Ma eee —709 —791 
Non-budgetary transactions— : 
Receipts and credits (excluding unmatured debt transactions )— 
Repayment of temporary loans to old age security fundies. 43h0a5 17 
Repayment of advances to the exchange fund account.......... 231 
Repayment of other loans, investments and working capital 
PVG ies Pet Oe See RO Aa cr Pac ooen ta. Honea aA Cn 162 120 
Increase in non-interest-bearing notes payable on demand...... 385 
Net government annuities account receipts.........-.+++++e+00- 26 36 
Net insurance and pension account receipts...............s+-00> 473 257 
Other non-budgetary receiptS............ceeeee eee eee ener teees 94 216 
1,140 877 
Disbursements and charges (excluding unmatured debt transac- 
tions)— 
Temporary loans to old age security fund................+-++5- —41 
Decrease in non-interest-bearing notes payable on demand.... —12 
Other loans, investments and working capital advances........ —614 —481 
Advances to the exchange fund account............:e eee eee e ees — 943 
Other non-budgetary disbursements...........-.eeeeeeeee renee —300 —71 
—1,898 —564 
Net amount available from or required for (—) non-budgetary 
ETANSACTIONS A... «2.. deehtaeee wie tore Gicle cee etelok wile etete robe Aa abel alaley —758 88 
Overall cash requirements to be financed by increase in debt or 
decrease in cash balanceS............. cece eee cece eee eee t eee eeee —1,467 —478 
Net increase in unmatured debt outstanding in the hands of the 
public}. LAA Bik «IER eh. « ge eta ote es iehelghe ante 1,064 895 
Net increase or decrease (—) in Receiver General bank balances.... —403 417 


Budgetary transactions 


The revenues and expenditures as forecast in the budget speech of April 
10, 1962 and revised on October 22, 1962 and the actual figures as now estimated 
are shown in the following table: 


TABLE 2 


(in millions of dollars) 


. Increase or decrease (—) 
Budget Revised : 
BUDGETARY TRANSACTIONS FOR forecast forecast Actual, compared with October 
Fiscan Year 1962-63 April 10, | October Peas 22, 1962 forecast 
1962 22, 1962 Amount Per cent 
Revenues Fd ak itn CE carta ie Ree eee 5,780.0 5,930.0 5,876.1 —53.9 —0.91 
EEX HOT CAGUTOR ihren sieleia on ea okoevenet —6, 525.0 —6,500.0 | —6,585.1 85.1 1.31 


Surplus or, Gefoiti(—)ius ccs ceieacme nines —745.0 —570.0 —709.0 139.0 


a 


: 
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Revenues 


The budgetary revenues for the fiscal year ended March 31, 1963 amounted 
to $5,876 million. This is $54 million or almost one per cent less than the revised 
figure of $5,930 million forecast on October 22, 1962, and $146 million or 23 per 
cent more than the total of $5,730 million collected in the fiscal year 1961-62. 


Tax revenues accounted for $126 million of the increase over the previous 
year. The yield from personal income tax was $48 million less than in 1961-62 
due to the provincial tax collection agreements which came into effect on Jan- 
uary 1, 1962, offset in part by a higher level of incomes during the year. The 
yield from corporation income tax was $19 million less than the 1961-62 collec- 
tions also due to the provincial tax collection agreements offset in part by higher 
corporate profits in 1961. Receipts from the sales tax were $46 million more, 
from customs import duties $111 million more (due to special surcharges imposed 
by the government in order to bolster the foreign exchange reserves) and from 
excise duties $19 million more than the comparable amounts in 1961-62. 

Non-tax revenues accounted for $21 million of the total increase in revenue. 
Post office revenue was $9 million higher, receipts from other non-tax revenue 
were $8 million higher and returns on investments were $4 million higher than 
the previous year. 


Expenditures 


Budgetary expenditures in the amount of $6,585 million in 1962-63 were 
$85 million or approximately 1.3 per cent higher than forecast on October 22, 
1962 and $64 million or approximately one per cent more than total expenditures 
in 1961-62. 


Expenditures for defence again constituted the largest item, amounting 
to $1,602 million or 24 per cent of the total expenditures, compared with $1,650 
million or 25 per cent in 1961-62. 


Civil or non-defence expenditures amounted to $4,983 million, an increase 
of $112 million over the corresponding total for the previous fiscal year. There 
were increases of $179 million in expenditures of the Department of Labour 
(including an increase of $171 million in technical and vocational training assist- 
ance) and $83 million in expenditures of the Department of National Health 
and Welfare (including an increase of $53 million in the government’s contri- 
bution under the Hospital Insurance and Diagnostic Services Act) and decreases 
of $158 million in the expenditures of the Department of Finance (including a 
decrease of $266 million in fiscal, tax-sharing, subsidy and other payments to 
provinces due to the lapsing on December 31, 1961 of the 1957 tax-sharing agree- 
ments, offset in part by an increase of $79 million in public debt charges) and 
$53 million in expenditures of the Department of Agriculture (including decreases 
of $40 million in the prairie farm emergency fund deficit and $40 million in pay- 
ments to western grain producers due to the fact that no provision had been made 
for such payments for the 1962-63 crop year, offset in part. by an increase of 
$50 million in the net operating loss of the agricultural stabilization board). 


More detailed explanations of budgetary revenues by source and expend- 
itures by classification and department are given in section 3 of this Part. 


Deficit 

On the basis of these preliminary figures the deficit for the fiscal year was 
$709 million compared with the deficit of $570 million as forecast on October 
22, 1962, and the deficit of $791 million in 1961-62. 
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Non-budgetary transactions 


A net amount of $758 million was required during the fiscal year to finance 
non-budgetary transactions (excluding unmatured debt transactions). Non- 
budgetary disbursements and charges totalled $1,898 million and receipts and 
credits, $1,140 million. Requirements for disbursements and charges were: 
$943 million for advances to the exchange fund; $614 million for other loans and 
investments and working capital advances; $41 million for temporary loans to 
the old age security fund; and $300 million for other non-budgetary disburse- 
ments. Amounts available from various receipts and credits were: $385 million 
from non-interest-bearing notes payable on demand; $499 million from the net 
receipts from various annuity, insurance and pension accounts; $162 million 
from repayments of loans, investments and working capital advances; and $94 
million from other non-budgetary sources. 


Old age security fund 


Pension payments from the old age security fund totalled $734 million in 
1962-63 compared with $625 million in the previous fiscal year. The increase of 
$109 million was largely the effect of the increased rate of payment (from $55 
to $65 per month) effective February 1, 1962. The full impact of the increased 
expenditure resulting from this increase was not reflected in the 1961-62 totals 
as they were in effect for only two months of that year whereas in 1962-63 they 
were in effect for twelve months. As there was a balance of $2 million in the fund 
at March 31, 1962, the excess of $43 million of pension payments over receipts 
was financed by temporary loans from the Minister of Finance in the amount of 
$41 million. These loans were outstanding at March 31, 1963. 


The transactions in the account during 1962-63 compared with those for 
the previous fiscal year were as follows: 


Fiscal year ended March 31 
1963 


(preliminary) 1962 


(in millions of dollars) 


Pension payMents......... ce cece ec ee eee r cece ereceeeceeeeens 734 625 
PAXITECEIPUBs a vite s4 souls «1 nls Be bia eitelelena AME yioteiel ae alorele interview ¥ oie 691 644 
Excess of receipts over payments applied in part to the re- 

payment of temporary loans from the Minister of Fi- 

nance, or excess of payments over receipts (—) covered in 


part by temporary loans from the Minister of Finance.. —43 19 
Balance. inl ut cn stoversvage charts tread ispeae.c xs iotofeterelveta ote sivibie.s mipiciea iy 2 
Temporary loans outstanding at fiscal year ONG Sass sahiere nes 41 


Debt transactions 


During 1962-63 the gross public debt increased by $1,904 million to $24,812 
million due to an increase of $1,016 million in unmatured debt and $888 million 
in other liabilities. The increase in unmatured debt was the result of the govern- 
ment issuing securities amounting to $4,385 million (excluding the refunding of 
treasury bills which mature weekly) plus an adjustment of $10 million due to 
revaluation of securities (issued in prior years) payable in London and New 
York, and redeeming or converting issues in the amount of $3,379 million. During 
the same period the government’s net assets increased by $1,195 million to $10,875 
million. As a result, the government’s net debt was $13,937 million at March 31, 
1963, the increase of $709 million being equivalent to the budgetary deficit for 
the fiscal year. 
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Cash position 

The government’s cash position was $403 million lower at March 31, 1963 
than it was at March 31, 1962. The budgetary deficit of $709 million plus the 
amount of $758 million required for non-budgetary transactions was financed 
by Increasing unmatured debt outstanding in the hands of the public by $1,064 
million and by drawing down Receiver General cash balances by $403 million. 


BUDGETARY REVENUES AND EXPENDITURES 
Fiscal Years Ended March 31 
Billions of Dollars 


BUDGETARY DEFICIT 
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3. THE BUDGETARY ACCOUNTS 


Total revenues were $5,876 million for 1962-63, $146 million more than the 
total for the previous year. Total expenditures were $6,585 million, an increase 
of $64 million over the total for 1961-62. The deficit for the fiscal year 1962-63 
was $709 million compared with $791 million for the previous year. 


TABLE 3 
BuDGETARY REVENUES, EXPENDITURES AND Dericit 
(in millions of dollars) 
ee OeSSSOEOEO0 090 —0990Mm._“S“hahVMVew{——s—=— 


Budgetary Budgetary 5 
Fiscal year ended March 31 eentida expenditures Deficit (—) 


195922, AMR Se ercbnee, Sioercrs eI Nei= ere o eters ate ayalale eteie ars 4,754.7 5,364.0 —609.3 
TRS ay oan Ee RII > od CO GROG. f 5,289.8 5,702.9 —413.1 
TROYES Oi. Bae Gee ee ERS RIOR Soo CG OTC a Se aa 5,617.7 5,958.1 —340.4 
TOR Direeye . caterers chai Sauk anwar euameeios ctl te mentcmy 5, 729.6 6,520.6 —791.0 
1963iGorelinnatn ary) ca eeachescnleee hrelelslala ale volevrheveanittarereic sie iecel= 5,876.1 6,585.1 —709.0 


ee SS SS SE 
68993-5—7 


98 


BUDGETARY REVENUES BUDGETARY EXPENDITURES 
BY MAJOR SOURCE BY MAJOR FUNCTION 


For Fiscal Year Ended March 31, 1963 


mK SISO 
TRANSPORTATION SZ 


COMMUNICATION xy 


PUBLIC DEBT 
CHARGES 


af 
and 


RESOURCES AND 
INDUST. DEVELOPMENT 


CORPORATION 
INCOME TAX 
20% 


HEALTH WELFARE AND 
SOCIAL SECURITY ! 
20% 


PERSONAL 
INCOME TAX 
30% 


1, Does not include poyments out of old age security fund. 
2. Does not include those payments made to provincial and 
municipal governments for specific purposes. 


A. REVENUES 


Budgetary revenues were $5,876 million for 1962-63 compared with $5,730 
million in 1961-62, an increase of $146 million or approximately 3 per cent. 
Tax revenues of $5,237 million accounted for 89 per cent of the total and non- 
tax revenues of $639 million accounted for 11 per cent. 


BUDGETARY REVENUES BY SOURCE 
Fiscal Years Ended March 31 
Billions of Dollars 


OTHER REVENUES 
+ —— TOTAL REVENUES FROM TAXES 89% 
CUSTOMS IMPORT DUTIES 
EXCISE DUTIES, SALES AND 
OTHER EXCISE TAXES 
CORPORATION INCOME TAX 
<> 
38 
So a PERSONAL INCOME TAX 
550 sotete .< SA 
eeesetes 
So 0 
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TABLE 4 


Bupcetary REvENvES By Masor Sources 
(in millions of dollars) 


i SSE ee er wee ee ee Pais ee 
OOOO 


Fiscal year ended March 31 Increase 
or 
1963 % 
Shen (preliminary) 1962 decrease (—) 


Amount | Per cent | Amount | Per cent | Amount | Per cent 


Tax revenues— 

Income tax— 
Persona (ls week set bia ces ation tes dos 1,745.0 2980 11s 792.7. 31.3 —47.7 —2,7 
CorporationsG@)-e 4% BE LAL. 1,183.0 20.1 | 1,202.0 21.0 —19.0 —1.6 


On dividends, interest, etc., going- 
ADLOLUA RAE CL. 129.0 2.2 112.3 2.0 16.7 14.9 


Excise taxes— 


Salesu?) is: .Peteie «set EG CT, «h)RG 806.0 13.7 759.7 13.2 46.3 6.1 
OGHET MP tie < cals cious easier ole sw wis eee 260.0 4.4 262.5 4.6 —2.5 —1.0 
Customs import duties............... 645.0 11.0 534.5 9.3 110.5 20.7 
UX CISL GES era ceeerrislete sie essiele ieee 382.0 6.5 362.8 6.3 19.2 5.3 
Mstatettax: (CHI. .S2e. elles eG «otk 87.0 1.5 84.6 1.5 2.4 2.8 

Other taxesmntce, cic teie on sce seaseiciels 0.1 0.1 
§, 287.1 89.1 6,111.2 89.2 125.9 2.6 


Non-tax revenues— 


Return on investments. ...50. <2. ss. +96 311.0 5.3 307.5 5.4 3.5 M1 
Post office revenue......0sc00..000000% 193.0 35} 183.7 3.2 9.3 5.1 
Other non-tax revenue.............--- 135.0 2.3 127.2 Pp 7.8 6.1 
689.0 10.9 618.4 10.8 20.6 $8.8 
Total budgetary revenues........... 5,876.1 100.0} 5,729.6 100.0 146.5 2.6 
eee 
1962-63 
(preliminary) 1961-62 


() Excluding tax credited to the old age security fund— 


Personal income tax.........sseeeecereeeceseerecees 273.6 259.0 

Corporation income taX.......2+-seseeereeerereeeee 115.3 100.1 

Sales taxvecus saw tail Secale be vise Velasian eetere ee slelejs's 302.2 284.9 
691.1 644.0 


(2) Includes duties levied under the Dominion Succession Duty Act. 


(1) TAX REVENUES 


Federal-provincial tax-collection agreements 

The receipts from personal and corporation income taxes and the payments 
to provinces were lower in 1962-63 than in the previous year due to the lapsing 
of the 1957 tax rental arrangements. Under the 1957 tax rental arrangements, 


68993-5—73 


100 


the obligation on the renting provinces to abstain from the imposition of per-. 
sonal and corporation income taxes was to lapse on December 31, 1961. Under 
the new arrangements the former renting provinces have all imposed personal 
and corporation income taxes effective January I, 1962. The Government of 
Canada, in place of the tax rental arrangements, offered to enter into tax collection 
agreements with the provinces whereby Canada would undertake to collect, 
without charge, the provincial personal and corporation income taxes at rates 
determined by the provinces, provided that the provincial personal income tax 
was expressed as a percentage of the federal personal income tax payable and 
the provincial corporation income tax employed a definition of corporate taxable 
sncome identical with the federal definition. To facilitate the imposition of the 
provincial income taxes, the Income Tax Act was amended in the 1961 session 
of Parliament (1) to reduce the federal income tax payable by individuals 
resident in the provinces by 16 per cent in 1962 and by a further one per cent 
in each subsequent year until the deduction amounts to 20 per cent in 1966, 
and (2) to reduce the federal tax rate on the taxable income of corporations 
earned in the provinces by 9 percentage points. Canada has entered into agree- 
ments to collect the personal income tax, with all the provinces with the excep- 
tion of the Province of Quebec, and to collect the corporation income tax, with 
all the provinces with the exception of the Provinces of Ontario and Quebec. 
With the exception of Saskatchewan and Manitoba, the provinces which have 
entered into tax-collection agreements have imposed personal and corporation 
income taxes equivalent to the federal withdrawal. The Provinces of Manitoba 
and Saskatchewan have imposed personal income taxes at 22 per cent rather 
than 16 per cent of the federal tax payable and 10 per cent rather than 9 per 
cent of the taxable income of corporations. 


Under these agreements payments are made monthly to the provinces 
based on estimated receipts. When the actual amounts of the returns are estab- 
lished, usually in the month of December following the fiscal year-end, adjust- 
ments are to be made with the provinces. 


Tax on personal incomes 


The personal income tax was again in 1962-63 the largest source of govern- 
ment revenue. The yield (excluding the old age security tax) was $1,745 million 
or 30 per cent of all budgetary revenue, $48 million or 3 per cent less than the 
1961-62 collections. However, in addition to the federal revenue of $1,745 
million, $252 million was collected on behalf of the provinces under the new 
federal-provincial tax collection agreements. This compares with the situation 
‘n 1961-62 when all income taxes (with the exception of $37 million which 
had been collected for the provinces) were credited to federal revenue and 
payments were made to the provinces and charged to budgetary expenditure. 
Therefore, although the government’s books reflect lower receipts of personal 
‘ncome taxes in 1962-63 when compared with 1961-62, there was actually an 
inerease of $204 million in personal income taxes collected due to higher levels 
of employment and incomes during 1962. 


The tax on personal incomes levied under the Old Age Security Act and 
credited to the old age security fund amounted to $274 million. 


Corporation income tax 


On January 1, 1962 the system, whereby the federal government made 
tax rental payments to certain provinces and charged these to expenditures, 
was changed so that the provinces’ share of corporation income taxes is collected 
by the federal government and is remitted directly to the provinces without 
being included in federal revenue or expenditure. In addition to the federal 
revenue of $1,183 million (excluding the old age security tax), $65 million was 
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collected on behalf of the provinces. Although the government’s accounts 
show lower collections of corporation income taxes of $19 million or 2 per cent 
when compared with those of 1961-62 there was actually an increase of $46 
million in collections. The increase was due to higher corporate profits for the 
calendar year 1961 on which collections of corporation income taxes in 1962-63 
were largely based. 


Provincial corporation income taxes collected by the federal government 
are remitted to the provinces in accordance with agreements between’ the 
federal government and the provincial governments. A more detailed explanation 
will be found at the beginning of this section on tax revenues. 

In addition to the above, the tax on incomes of corporations levied under 
the Old Age Security Act in the amount of $115 million was credited to the old 
age security fund. 


Taxes on dividends, interest, etc., going abroad 

Revenue in this category is derived from taxes withheld on payments of 
dividends, interest, rents, royalties, alimony and income from estates and trusts 
paid to non-residents. Collections for 1962-63 were $129 million, an increase of 
$17 million over the comparable total for 1961-62 reflecting higher dividend 
payments in 1962. 


Excise taxes 


Revenue under this heading includes collections from the general sales tax 
and other special excise taxes. 


From a revenue standpoint the sales tax was the most important tax levied 
under the Excise Tax Act. Receipts therefrom (excluding the old age security 
tax) were $806 million, $46 million or about 6 per cent higher than in the previous 
fiscal year. 

The tax on sales, levied under the Old Age Security Act, in the amount of 
$302 million was credited to the old age security fund. 

Excise taxes levied under the Excise Tax Act, other than the general sales 
tax, were $260 million, a decrease of $3 million from the 1961-62 total of $263 
million. The main changes were an increase of $9 million in the excise taxes on 
tobacco products and a decrease of $14 million in net revenue from the excise 
tax on passenger automobiles. In 1961-62 the excise tax on passenger automobiles 
amounted to $25 million and refunds due to the repeal of the tax effective June 
21, 1961 totalled $11 million resulting in net receipts of $14 million. 


Customs import duties 

Customs import duties were $645 million for 1962-63, an increase of $111 
million over the comparable figures for 1961-62. This increase was due in large 
part to the surcharges which were in effect in 1962-63. 


Excise duties 

Excise duties are levied on alcoholic beverages and tobacco products. 
(Additional taxes on tobacco products are levied under the Excise Tax Act.) 
Net receipts in 1962-63 were $382 million compared with $363 million in 1961-62. 
Gross receipts of $221 million from taxes on alcoholic beverages and $166 million 
from taxes on tobacco products were partly offset by refunds and drawbacks 
totalling $5 million. Comparable amounts in 1961-62 were $207 million, $160 


million and $4 million respectively. 
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PRINCIPAL SOURCES OF TAX REVENUES 
Fiscal Years Ended March 31 
Millions of Dollars 
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Estate tax 


Revenue from this source was $87 million for 1962-63, an increase of approxi- 
mately $2 million over the total for the previous year. 


Other taxes 


Revenue under this heading was $100 thousand, slightly higher than for 
1961-62. 


(2) NON-TAX REVENUES 
Non-tax revenues totalled $639 million for 1962-63, an increase of $21 million 
or approximately 3 per cent over the comparable total in 1961-62. 


TABLE 5 


(in millions of dollars) 


eee 


Fiscal year ended Increase or 
March 31 decrease (—) 
Non-Tax REVENUES aa 
1963 
(preliminary) 1962 Amount Per cent 

Return OMeliyesuin Gl Gsene crc waters s ere minietartace eras eters 311.0 307-5 ooo Lied 
Post office revenues ofecs «brace nce coneeaee = angie 193.0 183.7 9.3 Bel, 
Refunds of previous years’ expenditure............. pip dee 1Sel 4.3 yas: 
Services and service lees... 2nsdstis. feeb <8 be 45.8 42.4 3.4 8.0 
Proceads from: Si) Osieca x: hoeeete id ils ale Eisen onis Maren sue PAY 25.9 
Privileges, licences and permits................0--- 24.9 ove 1.6 6.9 
Bullionand) .coiaye fay acy die swe ste fog badd sche lets eds 8.8 8.0 0.8 10.0 
Premium, discount and exchange................+-- 1.8 —1.8 —100.0 
Other PG, SPA See ies «hae ak sees Scie tates (ie? ae —0.5 —6.5 

639.0 618.4 20.6 3.3 
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Return on investments 


Receipts in this category amounted to $311 million for 1962-63, about $4 
million more than the total in 1961-62. 


TABLE 6 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
RETURN ON INVESTMENTS (a or 
1963 decrease (— 
(preliminary) 1962 sia 
Loans to, and investments in, Crown corporations— 
Ban kyOtC ANA ALO lite serscis cereus cacausads oe,o Steen yd este opens 96.7 107.7 —11.0 
@anadianeN ational Mall WAYSks nsec sate eh oe ee nore 3.8 1.4 2.4 
Canadian National (West Indies) Steamships Limited. . 16, —1.2 
Canadian Overseas Telecommunication Corporation.... 2.0 1.5 0.5 
Central Mortgage and Housing Corporation............. 79.9 71.8 8.1 
Eldorado Mining and Refining Limited................. 3.0 5.0 —2.0 
anime nectt (OL MOLAUIOUs ntsc csr eee vie wel tir ereuslers e.eleiniees 8.5 6.0 225 
Natronali@apital Commission ys, 0:51. capone sie ees lace 1.8 1.5 Ons 
National elarb Ours) isOanGan ct). o.2/0 4s since fee ecpere soe ets ono 3.9 —0.4 
Northern Canada Power Commission............+.+0++ LET, 0.9 0.8 
Northern Ontario Pipe Line Crown Corporation......... 4.1 4.3 —0.2 
Polymer Corporation Limited............000sssvereeees 125 3.0 —1.5 
IMMISCOLIAMCOUS Meat TRIE: © iriiae cores staat. cities Wupteciraiet 0.5 0.3 0.2 
207.0 208.5 —1.6 
Other loans and investments— 
UO hietxereh 1kGtive0 (300 non Soc aimee gence Ore Mckee 21.5 21.8 —0.3 
Other national governments...........-.0+++eeeee eee ees 7.8 9.0 —1.2 
Provincial governments.......... 6 sense ences eee 0.7 as —1.0 
Soldier and general land settlement loans and veterans 
handeactAdvVADGES*.1F .) Meds oss do soma siename sas 6.3 6.0 0.3 
Exchange fund account............0-eeee sees cece eee ees 35.2 32.6 2.6 
Purchase fund account..wh ne. 1. oe. co ee enc cee ee 10.3 9.3 1.0 
Securities investment account. ............eeee seen eee 2.0 Dol —3.7 
Sinking fund and other investments held for retirement 
PAN TAPADDREO UT OL 4 ooo een at og) yokes CaO ONO Tel Darl 0.4 
Interest-bearing deposits with chartered banks......... 14.4 6.4 8.0 
Unemployment Insurance Commiission.........-++++++++ 3.0 —3.0 
INR COLIANEOUS Blak etic. cab <0 4 tegstotare.« cash cian ne eieewnierdee 4 4.7 2.8 1.9 
104.0 99.0 5.0 
311.0 307.5 3.5 


Receipts from Crown corporations were $207 million in 1962-63, a decrease 
of $2 million from the total in the previous fiscal year. The main changes were 
a decrease of $11 million in the Bank of Canada profits and an increase of $8 
million in receipts from the Central Mortgage and Housing Corporation. 


Other loans and investments yielded $104 million in 1962-63 compared 
with $99 million in 1961-62. The increase of $5 million was due mainly to in- 
creases of $8 million in interest on Receiver General deposits with the chartered 
banks, $3 million in the earnings of the exchange fund account and $1 million 
in receipts from the purchase fund account that was established during 1961-62 
to assist in the management of the public debt, partly offset by decreases of $4 
million in receipts from the securities investment account and $3 million in 
interest on loans to the Unemployment Insurance Commission. 
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Post office revenue 


Gross post office receipts totalled $223 million but authorized disburse- 
ments from revenue for salaries and rent allowances at semi-staff and revenue 
offices, commissions at sub-offices, transit charges on Canadian mail forwarded 
through and delivered in foreign countries, etc., in the amount of $30 million, 
brought net revenue to $193 million. In 1961-62 gross receipts were $214 million, 
authorized disbursements were $30 million and net revenue was $184 million. 


As costs of operating the Post Office Department during 1962-63 (excluding 
the $30 million charged to revenue) were $189 million, net revenue exceeded net 
expenditure by $4 million. However, in making this comparison, it is.to. be 
noted that the total shown for post office revenue does not reflect any payment 
for the franking privilege covering parliamentary and departmental mail or for 
certain miscellaneous services provided for other government departments and 
agencies, nor does the total shown for operating expenses reflect any charges 
for premises occupied by the Post Office Department or for certain accounting 
and miscellaneous services provided by other departments. 


TABLE 7 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Post Orrick REVENUE —————-_- or 
decrease (—) 
(preliminary) 1962 
Postage— 
Trt Caria ao isaiee.c -)scus sis plo eie oye = roa eee er eer eee 207.3 198.6 8.7 
MOM {OPGIgN COUNTIES « abel srxatie sok eiaege mee atioe ere ee 4.5 3.8 On 
Commission Gn MONEY, OL eCLS. as vet oo sccrel os ater eas saan aol aoe ene hols 
Rental oi:postiofiide Woxes 224 bh cacctetetenss deen mecca a era acncras 2.1 2.0 0.1 
Othenterien cccdace ot tho = cs seer rc Owens Stren ae eat ee 1.4 1.4 
223.0 218.5 9.5 
Less— 
Salaries and allowances at semi-staff and revenue offices. —25.2 —25.2 
Charges on parcels for delivery in foreign countries...... —1.5 —1.9 0.4 
Transit charges on foreign correspondence............... —1.3 —1.5 0.2 
Ost) weit tara a errd eresraaral aaaarnooen Drie Gee eee meets —2.0 —1.2 —0.8 
—80.0 —29.8 —0.2 
193.0 183.7 9.3 


Refunds of previous years’ expenditures 


Refunds in 1962-63 of expenditures made in prior years were $22 million, 
an increase of $4 million over the comparable total for 1961-62. 


The Department of National Defence received $9 million, of which $1 
million was refunds on defence contracts resulting from cost audits and $2 
million in respect of contracts with the United States Government for the supply 
of defence equipment under an arrangement that when Canada places contracts 
with the Government of the United States, payments of estimated costs are made 
to the United States Treasury. If these estimated costs are revised or, if there 
are reductions in the contracts, the United States Government refunds the excess 
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payments. The Department of Finance received $6 million mainly due to a 
refund from the Province of Ontario in connection with succession duty payments 
under the tax rental agreements. The Department of Trade and Commerce 
received $1 million due to a refund from the Eldorado Mining and Refining 
Limited of expenditures in 1961-62 under a contract between Eldorado Mining 
and Refining Limited on behalf of Her Majesty and Macassa Gold Mines Limited 
for the purchase by Her Majesty of uranium concentrates. 


Services and service fees 


Revenues of $46 million were received during 1962-63, an increase of $3 
million over the previous fiscal year. 


Approximately 83 per cent of these fees was collected by the following four 
departments: $15 million received by the Department of Transport, including 
aircraft landing fees of $6 million and marine steamers earnings of $4 million; 
$13 million by the Royal Canadian Mounted Police, mainly for police services 
to provinces and municipalities; $6 million by the Department of Agriculture, 
of which $4 million was for services in connection with the inspection, weighing, 
storage and elevation of grain and $1 million for race track supervision; and $4 
million by the Department of National Health and Welfare, due mainly to 
reimbursement of $3 million by the provinces for treatment of Indians in 
federal government hospitals. 


Proceeds from sales 


Receipts from this source totalled $26 million for 1962-63, approximately 
the same as the total for 1961-62. 


Included in this category were receipts of: $10 million by the Department of 
Defence Production, of which $8 million represents amounts from the sale of 
surplus Crown assets (after deducting certain agency fees and transfers) and 
$2 million under agreements of sale of Crown assets; $5 million by the Depart- 
ment of Public Works representing the proceeds of the sales of properties by 
Central Mortgage and Housing Corporation; and $5 million by the Department 
of National Defence, mainly from sales of materials and supplies and from sales 


of meals. 


Privileges, licences and permits 
Revenues in this category were $25 million for 1962-63 compared with the 


1961-62 total of $23 million. 

Included in this revenue were $10 million received by the Department of 
Transport, mainly for rentals, concessions and radio licence fees; $4 million by 
the Department of Northern Affairs and National Resources; $2 million by the 
Department of the Secretary of State, mainly for patent fees; $2 million by the 
Department of Public Works for rental of public buildings and sites; and $2 
million by the Department of National Defence, of which $1 million was for 
rental of quarters to armed forces personnel. 

68993-5—8 
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Bullion and coinage 

Revenues in this category of $9 million were derived from the operations of 
the Royal Canadian Mint and consisted mainly of a net gain on coinage. Small 
amounts were also obtained from gold refining charges, handling charges and 
gain on gold refining. 


Premium, discount and exchange 

Premium, discount and exchange transactions for 1962-63 resulted in a 
net expenditure of $10 million, compared with a net revenue of $2 million in 
1961-62. 

The change from a revenue to an expenditure item was due to the change 
in accounting policy of revaluing securities payable in New York and London 
at the official parity rate rather than recording the loans in the government’s 
books of account at $1 U.S. = $1 Can. and £1 = $2.80 Can. The official parity 
rate at March 31, 1963 was $1 U.S. = $1.08108 Can. and £1 = $3.027 Can. 


Other non-tax revenues 


Other non-tax revenues amounted to $7 million for 1962-63, approximately 
the same as for the previous fiscal year. 


B. EXPENDITURES 


Budgetary expenditures for 1962-63 amounted to $6,585 million, an increase 
of $64 million over the 1961-62 total of $6,521 million. 


BUDGETARY EXPENDITURES, CLASSIFIED BY FUNCTION 
Fiscal Years Ended March 31 
Billions of Dollars 


ALL OTHER EXPENDITURES 


\) VETERANS AFFAIRS 


RESOURCES AND DEVELOPMENT 
PAYMENTS TO PROVINCIAL 


— oe > AND MUNICIPAL GOVERNMENTS 


eceetrarece, TRANSPORTATION AND 
See XS] COMMUNICATIONS 
PLLOOOO) 4 


INS 
sees ~ 
\ puta iar eHanoe 

Y 


—, D> 
BK 


“& YS asa 
SOR 
sesacens \ 
[> Lo 


\\ 
Y 


HEALTH, WELFARE AND 
a SOCIAL SECURITY 2 
ARERR aa mare aeate SOS —— ~~“ REREREERERA 
BSS Se SERS sacacies “S S55 Se SR SSS So xe shatetete x aistenateeel 
eeane OD 
Sstesecesececatet Me SERS etetetat rates 2 tee Seetetate Metetatabatets! 
ar atatatatatenetstahetetetetee Oraratatctntetein x atetatetetets vaseretenareteteeteatete 
ogececenes reatetatstatgtntenetatenetets KS efogegegecenaneatetetetet, 
SKK retetatetetets eseets ES Re] 
Koses Wenececonorocetety SS ees “ < SAO Kei si 
"stovaterstatetatatetetatceserereroneeatatetetet restate tetetetes “xq DEFENCE 
<> Se SON ceneres SSO AACS) 
ox 
5% “ ratatatatatatreee een SKS OOS 
Rotelevonetstatetatensoneseetconeeatoretet ten penanens Ieceeeneorsennnnnetst 
's % oO ‘] 
PS RN eecotatetatetatstote SSO OS Nogegeceuenaracets Cetatees 
0 Sedatonetaratanenntetete’ gtconeseccetsonteoneeeet Sessatetatatetcees Mastotatetetatetenetateee’ 
Wecetenecacacecetetatats tatetatstatatattatetet Patatataatetatetats eietecececornnetetenatets! 0 
* a 
1959 1960 196) 1962 1963 1963 


1. Does not include those poyments mode to provinciol and municipal governments for specified purposes. 


2. Does not include pension poyments out of the old oge security fund not charged to budgetary expenditures in the yeor in which 
they were poid. 
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TABLE 8 


STATEMENT OF BUDGETARY EXPENDITURES BY DEPARTMENTS AND Magor CLASSIFICATIONS 
(in millions of dollars) 


Fiscal year ended March 31 Increase 


or 
decrease (—) 
(preliminary ) 1962 


Amount | Per cent | Amount | Per cent | Amount | Per cent 


Defence expenditures— 


Natronal Defence &. . ac scbi-< sp de. 3 rer 1,572.9 23.9 | 1,626.1 24.9 —53.2 —3.3 
DefenceProduction. =, : 2b. .sesscetke. 29.5 0.4 23.9 0.4 5.6 23.4 
1,602.4 24.8 1,650.0 25.3 — 47.6 —2.9 
Non-defence expenditures— 
FACTICUEURGK Me ettrecs «losis athe eee lela. ste ctens 234.2 3.6 286.7 4.4 —52.5 —18.3 
FALOINIC EINCTLY peck oo. sees < omits ae 63.2 0.9 34.7 OVS 28.5 82.1 
Canadian Broadcasting Corporation... 80.8 ila 78.2 2 2.6 33 
Citizenship and Immigration......... 66.2 1.0 65.0 1.0 122 1.8 
HixternaleAthaircdemectacesrt. «te aysiet> «5 4a" 84.6 13 95.6 185 —11.0 —11.5 
Finance— 
Public debt charges..... 2m 2 918.0 13.9 839.0 12.9 79.0 9.4 
Fiscal, tax-sharing, subsidy an 
other payments to provinces...... 215.5 4.2 541.2 8.3 —265.7 —AQ.1 
Government’s contribution to the 
bli ice superannuation 
eee es es ae - Pes a eetiedeet Die 0.8 46.9 0.7 4.2 9.0 
(GIG Ot ie Ge SAO Ee Cen ae Oe 109.4 hed 84.9 123 24.5 28.9 
1,354.0 20.6 Loree he aie we 
i TeSEAEE Ie So Reeh. OGh Beee Wks Pas a? O83 re £ ; ; 
i ieee i ee ee as 16.3 0.2 14.7 0.2 1.6 10.9 
Siete te Vie CA eS Ooo ich ee ck ea 10.0 0.1 9.5 0.1 0.5 Ono) 
Office of the Commissioner of 
IRenictentiaticsrer eee tani. ince ~ J fe ri : : , x tie j a 
eT re eer 35.7 0.5 31.7 0.4 4.0 12 6 
i tional training 
uae . ist oie we Srctod 207.0 Oe SOnd 0.6 171.3 479.8 
Unemployment tagunee Act . 
administration and government s 
i i E 1.6 101.5 1.6 4.0 3.9 
CONtTIDUGIONT erect eee ae eae eee: eee od ne pipe moe 106 
Mines and Technical Surveys.......-- fiee sii 67.6 1.0 3.6 
National Health and Welfare— 
Family allowances..... Pde ciaest Bole 8.1 520.8 8.0 10.8 
Government’s STON es 
the Hospital Insurance an fie 
Diagnostic Services Act.......--- re 4 : me 4 a Te a 
Otherieerer Page nc uls tarts oa 5 ath ae a Ma ee: jee aoe a 
National Research Council, including es 
the Medical Research Council...... 41.3 uh ae vhs ae we 
National Revenue.......- Shere gine 78.6 ‘ ! 
Northern Affairs and National oon — 8.0 o.7 
RUGSOUTGES Nyt aeeinc « Sate eee cols <aliye 90.3 1.4 " 13 Rio ee 
os ieee ie eines MRC es 189.3 2.9 185.0 a 23 
Public Works. ..........202+3 peek 175.0 2.7) 188 8 2.9 3.8 73 
Royal Canadian Mounted Police...... ae nt aie 08 13's Mois 
Trade and Commerce......---+++-++ 2 Ai rite) aig an re 
dye 7h3) 1 0) 9 Oe ee on oa oa a bee ene ais LO 
Veterans Affairs.......-..--+-++-+--+: ie He ar ne 1 4 339 
Other Departments........-+++-+++++: : 8 
4,982.7 15.7 | 4,870.6 Vet 112.1 2.3 
igen | 400.0 |Pakeoe ls Aeuloee eee 1.0 
Total budgetary expenditures..... 6,585.1 100.0 | 6,520.6 100.0 
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security fund not charged to budgetary expenditures in the year in which they were paid, 
2. Does not include those payments made to provincial and municipal governments for specific purposes. 


@ Preliminary 


was approximately 24 per cen 
government for the year and w 


(1) DEFENCE EXPENDITURES 

Defence expenditures which consist of expenditures of the Departments of 
National Defence and Defence Production were again the largest category of 
government budgetary expenditures. The total of $1,602 million for 1962-63 


61 62 


welfare ond social security represent pension paymants out 
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t of the aggregate budgetary expenditures of the 
as $48 million less than the total of $1,650 million 


for 1961-62, when outlays for defence were 25 per cent of total expenditures. 
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TABLE 9 


(in millions of dollars) 


Fiscal year ended 


March 31 
DeFENCE EXPENDITURES = 
1963 
(preliminary) 1962 
Department of National Defence— 

Nia euliseree CGS tet iere a. haters eens ets ia er oie tao) on snes raeaRe eee 268.8 272.0 
(ATI BETMCOR\ «cheval s sorta een oars oI a ase < 9 omen 442.3 442.4 
ATTUSOE VICE: oni stoce det aw.os ace ments WlenieR mh apt stiie etold sateen 712.3 781.4 

1,428.4 1,495.8 
Government’s contribution to the Canadian forces super- 

ANNUAPION BCCOUNtHe 7... see cae ites + s.- come 58.1 56.0 
Defence research and development................+++5. 41.7 40.4 
Mutual aid to NATO countries including contributions 

towards military costs/on ING © pee & -. 2 eres 25.0 ila ieee 
Administration and generale eave. o-oo sete atagte 24.7 22.8 

e572 29 1,626.1 

Department of Defence Production— 
‘Technological capability... 4 .acuss seis @ Seugane 1< « p= Serer 8.0 4.4 
Production capacity and capital assistance.............. i pat!) 1.9 
Administration and. general sconiveensarw aeons = 19.6 17.8 
29.6 23.9 
1,602.4 1,650.0 


a nL UE ENnIEEEIEEESS EE 


Increase 


or 


decrease (—) 
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National Defence 


Expenditures of the Department of National Defence were $1,573 million 
in 1962-63 compared with $1,626 million in 1961-62. 


Expenditures for naval, army and air services at $1,423 million were $72 
million less than the 1961-62 total. There were decreases of $3 million for naval 
services and $69 million for air services. dha 3 


Direct charges to mutual aid during 1962-63 were $25 million compared 
with $11 million in 1961-62 and consisted of procurement of equipment for 
mutual aid and Canada’s share of NATO military budgets and infrastructure 
costs. 

Expenditures for defence research and development in the amount of $42 
million were $1.million higher than in 1961-62. 


The government’s contribution to the Canadian forces superannuation 
account of an amount equal to 13 times the contributions of permanent services 
personnel was $58 million, an increase of $2 million over the total for the previous 
year. 


Administration and general costs were $25 million compared with $23 
million in 1961-62. 


Defence Production 


The expenditure of $29 million in 1962-63 for the Department of Defence 
Production (including expenditures in respect of Defence Construction (1951) 
Limited and Canadian Arsenals Limited) was $6 million more than in 1961-62. 


Outlays of $8 million in connection with the government program instituted 
in 1959-60 of supporting selected defence development programs to sustain 
technological capability in Canadian industry were $4 million more than in 
1961-62. Expenditures of $2 million in respect of the procurement of capital 
equipment and works by Canadian Arsenals Limited and the programs under 
which assistance for the establishment of production capacity and capital assist- 
ance is given to private contractors, Crown plants operated on a management- 
fee basis and Crown corporations undertaking contracts essential to the defence 
program were approximately the same as the corresponding expenditures in the 
previous fiscal year. ie 

Administration and general costs were $19 million in 1962-63, $2 million 
more than in 1961-62. 


Cash outlays for defence 


In addition to these budgetary expenditures for defence, there are certain 
other cash outlays which must be considered in assessing the full effect of the 
defence program on the economy of Canada. 

Section 11 of the National Defence Act provides that materiel, not imme- 
diately required for the use of the Canadian defence forces or the Defence 
Research Board, may be sold to such countries and upon such terms as the 
Governor in Council may determine. The proceeds of such sales in 1962-63, 
amounting to $1 million, were credited to a special account to be used for the 
procurement of replacement materiel. Cash outlays from this account during 
the fiscal year were also $1 million. Consequently the balance in the account 
remained at $1 million at March 31, 1963. . 

The Department of Defence Production also makes cash disbursements for 
the procurement of materials for use in the manufacture of defence equipment 
which are not recorded as budgetary expenditures. For purposes of accounting 
and control, these amounts are charged to the defence production revolving 
fund and are treated as assets on the books of the government until they are 
billed to the Department of National Defence or sold to defence contractors 
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for use in the manufacture of defence equipment. During the year 1962-63 
purchases of $43 million exceeded proceeds from sales of $30 million by $13 
million and the assets of the fund increased by an equivalent amount, resulting 
in a balance of $41 million in the account as at March 31, 1963. 


The following table summarizes the cash outlays for defence for the past 
two fiscal years. 
TABLE 10 
(in millions of dollars) 


eee S00(0_€_€_€ €0@¢280—Som™—>" 


Fiscal year ended 


March 31 Increase 
CasH OvuTLAys FOR DEFENCE or 
1963 1962 decrease (—) 
(preliminary) 
esi peewee oe eel ee eS 
Budgetary expenditures— 
Department of Defence Preduction.........-.+-++.++++: 29.5 23.9 5.6 
Department of National Defence...........+++.+1+++++: 1,572.9 1,626.1 —53.2 
1,602.4 1,650.0 —47.6 
Disbursements for, or receipts from (—)— 
Defence production revolving fund (net)........-.-.++-- 13.4 11.6 1.8 
Replacement of materiel account—sec. 11, National 
Defence Act (Det) o-. dae oc nsietie ewes ni eeisiss omnia = 0.2 3.2 —3.0 
13.6 14.8 —1.2 
Net cash outlays for defence. ............seeeeeeee 1,616.0 1,664.8 —48.8 


fake ee ee ee a ee Se een Lee TEETER 


(2) NON-DEFENCE EXPENDITURES 
Agriculture 


Expenditures of the Department of Agriculture were $234 million for 
1962-63 compared with $287 million for 1961-62. 


TABLE 11 
(in millions of dollars) 


eis sSaoav—«—«nvvn oom. 


Fiscal year ended 


March 31 Increase 
AGRICULTURE or 
3 1962 decrease (—) 
(preliminary ) 
ee ee ee 
Agricultural stabilization board—net operating loss......... 72.0 22.0 50.0 
Production and marketing branch— 
Freight assistance on western feed grains...........-+++: 14.4 17.5 —3.1 
Health of animals division. ............ceceeccececccres 13.8 14.2 —0.4 
Payments to western grain producers........-+++e+e+++ Os 40.1 —40.0 
Premium on hog and lamb carcasses.........+-+eeeeeees 5.9 7.6 —1.7 
Ot Heryeh. eke Ae ob Caldids. See hike eset hehe bles Me btoemtarts 18.7 19.7 —1.0 
62.9 99.1 —46.2 
Assistance re storage costs ON ZTAIN....... eee eee eee eee ees 35.3 48.8 —13.5 
Rehabilitation and reclamation projects. ........-+.++se00 28.4 26.1 2.3 
RicAGaTon spVADGH ss seine cele ee ieitite cae he aie oe <clere Barnes 26.7 26.8 —0.1 
Board of Grain Commissioners (Canada Grain Act)........ 6.2 6.5 —0.3 
Prairie farm emergency fund—deficit.............+eeeeeeees tae 47.7 —40.4 
Agricultural products board—net operating loss...........+. 0.6 4.9 —4.3 
Administration and gweneral......:...ccccec secs ccesscccccees 4.8 4.8 
234.2 286.7 —52.5 


ES 


The increase of $50 million in the net operating loss of the agricultural 
stabilization board was more than offset by decreases of $40 million in the 
deficit of the prairie farm emergency fund and $40 million in payments to 
western grain producers. 
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The 1962-63 net operating loss of the agricultural stabilization board was 
$72 million compared with $22 million in 1961-62. The increase was due mainly 
to a payment of $42 million for the stabilization of the price of butter for which 
there was no comparable payment in 1961-62. 

The decrease of $40 million in payments to western grain producers was 
due to the fact that no provision had been made for such payments for the 
1962-63 crop year. The expenditure of $100 thousand in 1962-63 was for 
completion of payments required for the 1961-62 crop year. 

The Prairie Farm Assistance Act, c. 213, R.S., as amended, provides for a 
levy of one per cent to be deducted by all licensed purchasers of grain, the 
amount so deducted to be transferred to the Board of Grain Commissioners for 
deposit to the credit of the prairie farm emergency fund. Awards are made under 
the provisions of the Act to farmers in the spring wheat area in accordance with 
crop failure conditions provided for in the Act and are payable from this fund. 
Advances by the Minister of Finance to the prairie farm emergency fund to 
cover the years deficit, in the amount of $7 million, were charged to budgetary 
expenditures. The comparable amount in 1961-62 was $48 million. 


Atomic Energy 


Budgetary expenditures in respect of Atomic Energy of Canada Limited 
and the Atomic Energy Control Board totalled $63 million in 1962-63 compared 
with expenditures of $35 million in 1961-62, an increase of $28 million. 


TABLE 12 
(in millions of dollars) 


eee nel 


Fiscal year ended 


March 31 Increase 
Atomic ENERGY or 
1963 1962 decrease (—) 
(preliminary) 
“8 Gas) SOV Io® oihiee RO IEbOn eee 
Atomic Energy Control Board— 
Grants for TESeALCh..i.renernndrerecriinseis ster se cmotnoes ie nae 0.1 
TRAMINIStTAGION ..c- ces. ees cc se ccc estes oeneecenssceoress re ye - 
Atomic Energy of Canada Limited— 
Research program— 
Current operations and maintenance.......+---+-+:; 28.7 25.7 3.0 
Construction or acquisition of buildings, works, land ae 55 = 
BHA SCUIPMENG. .00 6+ cer nnacinnininmsicninctsenemengs® ot ae ae 
Write-off of the undepreciated capital cost of the NRU ce oles 
EUG GO Livecteteroretene tere veraeseneharavaravorabatereveie ionelinye'elayeielaieleie’e:67e) 9) 9 ‘ ' 
63.2 34.7 28.5 


ee SS ee 


During the year under review $37 million was paid to Atomic Energy of 
Canada Limited for its research program, $3 million more than in the previous 
fiscal year. Of this total, $29 million was for current operations and maintenance 
and $8 million for the construction or acquisition of buildings, works, land and 
equipment. 

: Tn addition, the undepreciated capital cost of the NRU reactor will be 
charged to budgetary expenditure upon parliamentary approval and pane to 
Atomic Energy of Canada Limited were reduced by the same peal . apne 
amounting to $13 million were made to Atomic Energy of Cite: eat e 

during the year, this brought the total of advances covered by obligations or 


shares of the company to $53 million at March 31, 1963. 
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Administration expenses of the Atomic Energy Control Board and grants . 
for research and investigation with respect to atomic energy were $1 million, 
approximately the same as for the previous fiscal year. 


Canadian Broadcasting Corporation 
Payments of $81 million were made by the government to the Canadian 
Broadcasting Corporation during 1962-63, an increase of $3 million over the 


total for 1961-62. 
TABLE 13 


(in millions of dollars) 
ee S0C@(@(€@€@0€—€0€00TeNooeuwuwm*=: 


Fiscal year ended 


March 31 Increase 
CANADIAN BROADCASTING CORPORATION —— or 
1962 decrease (—) 
(preliminary ) 
Grants in respect of radio and television services— 
Net operating requirements. .........+ eee e errr ee ene A2ao) 70.3 DEY 
Capital requirements............ceee secre eee rete teeeee 6.5 6.2 0.3 
79.0 76.5 C16 
International broadcasting Service... .... eee e eee e eee eee eeee 1.8 197 0.1 
80.8 78.2 2.6 


Grants for capital requirements including the replacement of existing 
capital assets of the radio and television services were $7 million, slightly higher 
than in 1961-62. Grants in respect of the net operating requirements of the 
radio and television services totalled $72 million, $2 million higher than in the 
previous fiscal year. 

Outlays of $2 million for the international broadcasting service were ap- 
proximately the same as in 1961-62. . 


Citizenship and Immi¢gration 


Expenditures of the Department of Citizenship and Immigration were 
$66 million for 1962-63, an increase of $1 million over the total for 1961-62. 


TABLE 14 
(in millions of dollars) 


oe SS EO ES OE EE 
—————————————————————————————— EET EEE 


Fiscal year ended 


March 31 Increase 
Cir1zENSHIP AND IMMIGRATION _— or 
1963 decrease (—) 
(preliminary) 1962 

Citizenship and citizenship TOPISUEADION che teh saairy s haere ste 127 15 0.2 
mamigration 4) 2th. asiia. dows tetice sisat «oon « stiaee eae ee 12.5 12.0 0.5 
Fnqiianigthaires come ccs ce eia ce cncaceasaietohule. sis teisd sual teas narra 50.9 50.4 0.5 
CMMs CCALLOM BN PENOLA. a. ce perme wlcmeristaette ists ee cite 1.1 io 

66.2 65.0 1,2 


Outlays for the Indian affairs branch were slightly higher during 1962-63 
due principally to Indian welfare and Indian economic development. 
Expenditures of the immigration branch were also slightly higher than in 


the previous fiscal year whereas outlays for the citizenship and citizenship 
registration branches were approximately the same. 
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External Affairs 


__Expenditures of the Department of External Affairs amounted to $85 
million for 1962-63, a decrease of $11 million from the total of $96 million spent 
in the previous fiscal year. 

TABLE 15 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
EXTERNAL AFFAIRS —_— or 
1963 . decrease (— 
(preliminary) 1962 Sat 
External aid office— 

WoloIMb Osan resis ens eteiote cs 0e@rserd AMI Ms PAS Ls 41.5 50.0 —8.5 
ENSSISbARCOLLOLOD IEE COUNbEICB sjsverocievsiciovsverciovevensxousia/a/saovsesusteusss 4.5 3.4 1.1 
INGCIMIMISSTATION ANG LENETAL cis cis g 0-2 Go seco cw wise es 0.3 0.5 —0.2 
46.8 58.9 —7.6 
Representation: abroad ssivetetadd a sret Stiob orci sea belsaseu 155k 12.8 Pe! 
Contributions to international organizations................. 8.2 14.5 —6.3 

Canada’s assessment for membership in international (includ- 
ing commonwealth) organizations. ...,...........eeeeee- 6.4 6.1 0.3 
AeA SETA GLO NA ANODE Tall shesare: sehotd-onckatateho He taueteeos Store 8.6 8.3 0.3 
84.6 95.6 —11.0 


The principal changes in expenditure as compared with 1961-62 were 
decreases of $8 million in the grant to the Colombo plan fund and $6 million 
in contributions to international organizations, and increases of $2 million for 
representation abroad and $1 million for assistance to other countries. 

The decrease in contributions to international organizations was due to the 
fact that expenditures in 1961-62 included an amount of $6 million for the 
United Nations Congo Ad Hoe account for which there was no comparable 
expenditure in 1962-63. 


Finance 
Expenditures of the Department of Finance totalled $1,354 million in 
1962-63, a decrease of $158 million from the 1961-62 total of $1,512 million. 


TABLE 16 
(in millions of dollars) 
ee 
Fiscal year ended 


March 31 Increase 
= or 
i a 1963 - 1962 decrease (—) 
(preliminary) 
We a i ey Eee ee 
i 79.0 
Public debt charges.........-..--:eseceseecss ese eseedenees 918.0 839.0 
Fiscal, tax-sharing, subsidy and other payments to provinces. 275.2 541.2 — 266.0 
Government’s contribution to the public service superannua- ee vw ee 
‘HO AYERYOR ITI a enS OF BUD Onno oced samyo.crrs NUOD ict pig er ae te 
Grants to municipalities in lieu of taxes on federal property. . : - : 
Grants to universities— ati i 
Payments to the Canadian Universities Foundation. aa 26.3 19.4 6.9 
Office of the Comptroller of the Treasury—ad ministration i she 
SXPOLISOS Re tL tcls Chee erctore nrome vi ties slerto chest rapes eesztey# 22. : : i : 
Premium, discount and exchange.......--+++ssrrsrttt ss ee 9.8 ate RG 
Government’s share of medical-surgical insurance premiums i , 
Government’s contribution as an employer to the unemploy- ne ie 
ment insurance fund...i....c.ces ecco es eers ere eeereceees it alt ie 
Administration and general........--++.:sssrrrerrrsrtt : “ 
1,354.0 1,512.0 —158.0 
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The main changes were a decrease of $266 million in fiscal, tax-sharing, 
subsidy and other payments to provinces and increases of $79 million in public 
debt charges, $10 million in premium, discount and exchange and $7 million 
in grants to universities. 


Public debt charges 

In 1962-63 public debt charges were again the second largest item of budge- 
tary expenditure. These charges, which consist of interest on the public debt, 
the annual amortization of bond discounts and commissions, the cost of issuing 
new loans and other costs incurred in servicing the public debt, were $918 million 
or 14 per cent of all budgetary expenditure compared with $839 million or 
13 per cent in 1961-62. 


TABLE 17 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
INTEREST AND OTHER Pusiic Dest CHARGES or 
1963 1962 decrease (—) 
(preliminary ) 
nn 
Interest on public debt— 
Unmatured debt including treasury bills— 
Payable in Canada...........eesseee rere tere eeeeres 705.3 638.8 66.5 
Payable in London..........s+eeeeeeeeec er eeceecees 1.0 1.0 
Payable in New York.........ssseeeeeeeerceeeeeees Peet { Zsa, 
709.0 642.6 66.6 
Other liabilities— 
Annuity, insurance and pension accountss........---- 169.8 157.3 12.5 
Deposit and trust accounts......... 6. essere ee ee eee es 3.2 3.1 0.1 
173.0 160.4 12.6 
Total interest on public debt......-.......00+08: 882.0 802.9 79.1 
Other public debt charges— 
Annual amortization of bond discounts and commissions S250 Bont —-1.0 
Cost of issuing new loans..........e+- eee erect eee e eee A. 7, 1.6 0.1 
Servicing of public debt............:eeeee eee cree eee e eee 1.6 0.8 0.8 
86.0 86.1 —0.1 
9.0 


Interest on public debt in 1962-63 in the amount of $882 million was $79 
million more than the 1961-62 total of $803 million. Interest of $709 million 
on unmatured debt was $66 million higher than in 1961-62 reflecting the increase 
in unmatured debt and in interest rates. Interest of $173 million on other 
liabilities was $13 million higher due mainly to increases of $6 million in respect 
of the public service superannuation account and $9 million in respect of the 
Canadian forces superannuation account. 


Other public debt charges at $36 million were approximately the same as 
in the previous fiscal year. 

When considering the magnitude of these public debt charges and the burden 
they place upon the public treasury, it must be borne in mind that a substantial 
portion of the debt is attributable to, or is invested in, productive or earning 
assets. Therefore, in calculating the net burden of the government’s annual 
interest charges, the income derived from loans, investments and other productive 
assets must be taken into account. For 1962-63 this income amounted to $311 
million as shown in the non-tax revenue section under the heading ‘‘Return on 
investments”. This amount deducted from the gross total of $882 million for 
interest as shown in the above table leaves a net amount of $571 million compared 
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with a net of $495 million in 1961-62. Measured as a percentage of the net 
debt the burden of the net annual interest charges was 4.10 per cent in 1962-63 
compared with 3.75 per cent in 1961-62. 


TABLE 18 
(in millions of dollars) 


Fiscal year ended 


arch 31 Increase 
Net BuRDEN or ANNUAL INTEREST CHARGES 


ee or 
1963 decrease (— 
(preliminary) 1962 
Totaiinterestion public débtrigss...-o:«.00.. Ane ee ed tee 882.0 802.9 79.1 
[Ve SuLnsOn ANV.cSbLAen Use cer rmcieonriedtnpsetrrantde es «tetra minds oe ae —311.0 —307.5 —3.5 
INGtINTOKES tIGOSUacc ccs so nos chee EMAL ORIN a: cocoons Se sie eeees 571.0 495.4 75.6 
Net interest cost as percentage of net debt.................. 4.10 3: 7h | 


Fiscal, tax-sharing, subsidy and other payments to provinces 


Payments to the provinces during 1962-63 for statutory subsidies, payments 
under the federal-provincial fiscal arrangements and tax-sharing arrangements, 
and the transfer of a portion of income tax receipts from certain public utility 
companies were $275 million compared with $541 million in 1961-62. 


Charges to budgetary expenditures in 1962-63 in respect of the above 
payments were $266 million less than in 1961-62 due to a decrease of $480 
million in payments under federal-provincial tax-sharing arrangements offset in 
part by payments of $218 million under new federal-provincial fiscal arrange- 
ments. 

Under the 1957 tax rental agreements, the obligation on the renting provinces 
to abstain from the imposition of personal and corporation income taxes was 
to lapse on December 31, 1961. As the Government of Canada did not offer 
to renew tax rental agreements, the former renting provinces have all imposed 
personal and corporation income taxes effective January 1, 1962. The Govern- 
ment of Canada, in place of the tax rental agreements, offered to enter into tax 
collection agreements with the provinces whereby Canada would undertake to 
collect, without charge, the provincial personal and corporation income taxes at 
rates determined by the provinces, provided that the provincial personal income 
tax was expressed as a percentage of the federal personal income tax payable 
and the provincial corporation income tax employed a definition of corporate 
taxable income identical with the federal definition. To facilitate the imposition 
of the provincial income taxes, the Income Tax Act was amended in the 1961 
session of Parliament (1) to reduce the federal income tax payable by individuals 
resident in the provinces by 16 per cent in 1962 and by a further one per cent in 
each subsequent year until the deduction amounts to 20 per cent in 1966, and 
(2) to reduce the federal tax rate on the taxable income of corporations earned 
in the provinces by 9 percentage points. Canada has entered into agreements 
to collect the personal income tax, with all the provinces with the exception of 
the Province of Quebec, and to collect the corporation income tax, with all the 
provinces with the exception of the Provinces of Ontario and Quebec. With the 
exception of Saskatchewan and Manitoba, the provinces which have entered 
into tax collection agreements have imposed personal and corporation income 
taxes equivalent to the federal withdrawal. ‘The Provinces of Manitoba and 
Saskatchewan have imposed personal income taxes at 22 per cent rather than 
16 per cent of the federal tax payable and 10 per cent rather than 9 per cent 


of the taxable income of corporations. 


116 


Under these agreements payments are made monthly to the provinces on — 
the basis of estimated receipts. When the actual amount of the returns are 
established, usually in the month of December following the fiscal year-end, 
adjustments are to be made with the provinces. 

The additional grant to Newfoundland, which in previous years was paid 
under the Newfoundland Additional Grants Act, is now included in the payment 
under the Federal-Provincial Fiscal Arrangements Act. 


Statutory subsidies at $24 million were unchanged from the previous year. 


TABLE 19 
(in millions of dollars) 


es oOoOoOoOoonoaonnsao——m™===—" 


Fiscal year ended 
Fiscau, TAX-SHARING, SUBSIDY AND OTHER PAYMENTS March 31 Increase 


TO PROVINCES ' or (-) 
1963 ecrease (— 
(preliminary) 1962 
Payments under Federal-Provincial Fiscal Arrangements 
iG ee Sa eh Ne Avs ree Ar Aeisioi RCO © 218.2 218.2 
Payments under Federal-Provincial Tax-Sharing Arrange- 
ments Act, c. 29, Statutes of 1956, as amended.......... 23.5 503,3 —479.8 
Statutory SUDSIGICS...-..0.0-- es woes s tennessee om fee see Oas0 23), 5 
Transfer of certain public utility tax receipts...........-..-- 10.0 6.4 3.6 
Additional grant to Newfoundland.............+.+-+ee+ss0+- 8.0 —8.0 
27532, 541.2 —266.0 


A summary of payments, by provinces, during 1962-63 is given in the 
following table: 
TABLE 20 
(in millions of dollars) 


eee EET 


Fiscal year ended March 31, 1963 (preliminary) 


Fiscat, TAX-SHARING, SUBSIDY Payments T f f 

AND OTHER PAYMENTS TO PRovINcES| Payments under SO 
under tax- Statutory eee Total 
fiscal sharing subsidies HH 16 ota 

arrangements| arrange- utility tax 

ments receipts 

Newfoundland? ...¢io%sne. i ocfesatets 32.1 Ors ihe 74 0.2 34.3 
INOwrarScotiawrne so.cemesen wee eee B60 2.8 Pape | 0.5 36.4 
Prince Edward Island..............- 6.5 0.2 0.7 0.1 Yr 
New runs wiGle 4 fhe ci cceianc lelekes > paar 0.7 aLa7s Q) 29.1 
Quebec RR eae Saat dodanie es Mastasts as 66.4 11.4 4.0 4.5 86.3 
Ontario......... eee eee eee cree ene: —0.2 4.6 1.0 5.4 
IMPARTCODS 125 chchie.c Sete t, callie Sictetet cele 14.7 4.0 ZAL (1) 20.8 
Saskatchewan. ..ccbeec eset veeete ee es 24.2 4.2 ye | q@) 30.5 
MVS tet Re, En om at ceNencn. amor 9.3 4.9 2.8 2.6 19.6 
British Cotumbia'to..2.c5 ask es oes oats 7.3 —4.8 Pay 1 5.3 
218.2 23.9 2010 10.0 275.2 


ES ee eee 


@ Less than $50,000. 


The amount of public utility tax receipts for transfer to provinces in 1962- 
63 was $10 million, an increase of $4 million over the 1961-62 total. The 1962-63 
payments represent the transferable portion of the income tax received from 
corporations whose main business was the distribution to, or the generation for 


=r: inp to, the public of electrical energy, gas or steam for the taxation year 
60. 
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Government’s contribution to the public service superannuation account 

In 1962-63 the government’s contribution to the public service super- 
annuation account (equal to the estimated current and prior service payments 
of individuals in 1961-62) was $51 million compared with $47 million in 1961-62. 


Premium, discount and exchange 


Premium, discount and exchange transactions during 1962-63 resulted in a 
net aeeeadiinte of $10 million, compared with a net revenue of $2 million in 

This net expenditure was due primarily to the charge resulting from the 
revaluing of the government’s outstanding debt payable in New York and 
London at the official parity rates rather than at the former rates of $1 U.S. 
= $1 Can. and £1 = $2.80 Can. The official parity rate at March 31, 1963 was 
$1 U.S. = $1.08108 Can. and £1 = $3.027 Can. 


Fisheries 


Expenditures of the Department of Fisheries amounted to $23 million for 
1962-63, approximately the same as in 1961-62. 


TABLE 21 


(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
FISHERIES i . or 2) 
19 ecrease (— 
(preliminary ) 1962 
ivairel atiavaeci We ee © Gs ae ee es eee ni a THLE} 11.8 —0.5 
Fisheries Research Board of Canada................ Ae st ois 7.1 6.3 0.8 
Canadian share of the expenses of international commissions. . 1,2 tet 0.1 
AG Manistration andvsenerals ty, 4. 2ar~ snr sem se tlds blooalen «lene 3.6 3.9 —0.3 
ARO an 0.1 


An increase of $1 million in expenditures of the Fisheries Research Board 
of Canada was offset by a decrease in outlays for field services. 


Forestr re 
fo ities of the Department of Forestry totalled $16 million for 1962- 


63, an increase of $2 million over the 1961-62 total. 
TABLE 22 
(in millions of dollars) 


eee 
Fiscal year ended 


March 31 Increase 
or 
ForESTRY | eames (25 
ee 1962 
(preliminary ) 
ee ee ee cena 
20 0.4 
Forest research.........-- Fe Bee ee ce 7.4 7 
Contributions to the provinces— ; fi 
Assistance in forest inventory, reforestation, forest fire det phe a 
protection and forest stand improvement...-....---- 4 — ae 
Forest access roads and trails...........+-++eeeerer eres 2 : Hes iB 
1.6 —0.1 
Administration and general..........-+--+s+eeesercrttrtt 155 
16.3 14.7 1.6 
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Contributions to the provinces for assistance in forest inventory, reforesta- 
tion, forest fire protection and forest stand improvement were $2 million higher 
than expenditures in the previous fiscal year and contributions to the provinces 
for assistance in establishing forest access roads and trails were slightly less than 
comparable expenditures in 1961-62. 


Justice 


Expenditures of the Department of Justice amounted to $34 million for 
1962-63, compared with $33 million for the previous fiscal year. 


TABLE 23 
(in millions of dollars) 
a ee Oe 


Fiscal year ended 


March 31 Increase 
JUSTICE or (-) 
ecrease (— 
(preliminary ) 1962 
eee en eS See 
Judges’ salaries and travelling allowances.......++++++++++++ 5.2 5.0 0.2 
Administration and general........... essen rere ee eee tees 4.8 4.5 0.3 
10.0 9.56 0.5 
Office of the Commissioner of Penitentiaries— 
Operation and maintenance of penitentiaries..........-.- 18.0 V7.3 0.7 
Construction, improvements and equipment...........-. Dao Sal O.2 
IA INANISET ATION « eaaisiceis @ 01 wae om SRR siete Manin cysiels se lerarolelarel- 0.7 Onn 
24.0 batt 0.9 
34.0 Sano 1.4 


Expenditures of the Office of the Commissioner of Penitentiaries for opera- 
tion and maintenance of penitentiaries accounted for most of the increase. 


Labour 


Expenditures of the Department of Labour totalled $348 million for 1962- 
63, an increase of $179 million over the total for 1961-62. 


TABLE 24 


(in millions of dollars) 


eo” 


Fiscal year ended 


arch 31 Increase 
LaBourR or 
1963 decrease (—) 
(preliminary ) 1962 
Payments to provinces authorized by the Technical and 
Vocational Training Assistance Act...........-.eeeeeees 207.0 Blea 171.3 
Municipal winter works incentive program.........-+++++++- 260 24.4 2.9 
Administration and general... 2.05223... 0.00secessseccsnsnes 8.4 7.3 Led 
242.7 67.4 176.8 
Unemployment Insurance Commission— 
Government’s contribution to the fund..............+--- 57.4 55.5 1.9 
Administration and general.......-.......eccececcccsess 48.1 46.0 atl 
105.5 101.5 4.0 
348, 2 168.9 179.3 
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Payments to the provinces under the Technical and Vocational Training 
Assistance Act were $207 million for 1962-63, $171 million more than comparable 
expenditures in 1961-62. This Act, which received Royal Assent on December 20, 

1960, superseded the Vocational Training Co-ordination Act. The purpose of the 
act is to provide financial assistance to vocational and technical schools, and in 
connection with youth training projects. 


Payments to provinces and in respect of Indian bands by the Government of 
Canada, of amounts not exceeding one-half of the cost of labour engaged on ap- 
proved winter works projects, were $27 million, $3 million more than in the pre- 
vious fiscal year. 


Administration and general costs were $1 million higher than expenditures of 
$7 million in 1961-62. 


Unemployment Insurance Act administration and government’s contribution 

Budgetary expenditures in 1962-63 (excluding the government’s payment 
as an employer which is included in the expenditures of the Department of 
Finance) totalled $105 million compared with $102 million in 1961-62. 


Unemployment insurance benefit payments are not charged to budgetary 
expenditures but are paid from the unemployment insurance fund which is 
financed by equal contributions from employees and employers, by interest 
earned on investments, and by the government’s contribution of an amount 
equal to one-fifth of the combined employee-employer contributions. Further 
information in regard to the unemployment insurance fund is given under the 
liability category ‘Annuity, insurance and pension accounts”. 

The government’s contribution to the fund for 1962-63 was $57 million and 
administrative costs $48 million; the corresponding amounts for 1961-62 were 
$56 million and $46 million respectively. 

er Gan ended March 31 


(preliminary) 1962 


(in millions of dollars) 


Disbursements— b 
Benefit payments...........eeeeeeee eects eee c ere ecees 403 455 
i hranetayaieieltecs/s: sigraetel <eree 3 
Interest on loans... 6. ..2.5- 02s. +e nae 

Receipts— 

Employee and employer contributions. ........ + ««mdeenie 287 278 
Government’s contribution.........+eeeeeeeee ree eeeeeee 57 56 
Interest from investments........-.sseereere reer erent Pe: yy 
55 118 


Deficit in fund for fiscal year.........-sseeeeereeer er eeeeees 55 ve: 
Mines and Technical Surveys 

Expenditures of the Department of Mines and Technical Surveys amounted 

to $71 million in 1962-63, an increase of $4 million over the total for 1961-62. 
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TABLE 25 
(in millions of dollars) 
a eee» 


Fiscal year ended 


March 31 Increase 
MINES AND TECHNICAL SURVEYS or 
963 1962 decrease (—) 
(preliminary) ‘ 
Dominion Coal Board..........0.2sseeeer eee er eect eece cies 20.5 19.9 0.6 
Emergency gold mining assistance.........++.+eeseree sence 15.2 12.4 2.8 
Marine sciences branch..........seeeee cree een er eee ceenees 11.0 10.9 OFT 
Surveys and Mapping........ 6... ee eee e erence eee ee steers 8.0 ia | —1.1 
Geological survey of Canada.....-.-.-.seeeee seer reer srees 6.4 5.5 0.9 
Mines braves ck osc cesar seep wire «ieee egies oiermer ela Ov 4.8 0.3 
Administration and general.........-+-.sseee eee ee rere eee ees 5.0 5.0 
71.2 67.6 3.6 


eee ee ee ee ne ae 


Outlays for emergency gold mining assistance were $3 million higher, and 
expenditures of the geological survey of Canada were $1 million more, than in 
1961-62. 


National Health and Welfare 
Expenditures of the Department of National Health and Welfare for 
1962-63 were $1,123 million, $83 million more than the total of $1,040 million 
in 1961-62. 
TABLE 26 


(in millions of dollars) 


oom 


Fiscal year ended 


March 31 Increase 
NatIoNAL HeaLtTo AND WELFARE or 
963 1962 decrease (—) 
(preliminary) oe 
en eee eS SS 
National health branch— 
Government’s contributions under the Hospital Insur- 
ance and Diagnostic Services Act.............--+++: 336.8 283.9 52.9 
General health grants to provinceS..........+--+0eeeeeee 31.0 30.0 1.0 
Indian and northern health serviceS.........---+0ee000+5 24.7 24.0 0.7 
Hospital construction grants.........-... sees sere eee eee 20.0 19.0 1.0 
COT d YE RL aR nA ae PUNE A Rete. Roetcr er aU RNC 10.7 10.3 0.4 
423.2 867.2 66.0 
Welfare branch— 
Rail yi allawancess occ taterers(c-c 0 seus ale creole) taro ote) ereleloieto 531.6 520.8 10.8 
Unemployment assistance...........06eeee eee eee eeees 96.0 92.0 4.0 
Old age: assistance ngecrn ccna cen maie orcicirer a aor slayer 38.3 30.8 7.5 
Disabled persons allowances...........+-+-- SOc creamer 19.6 16.4 3.2 
Blind persons allowances............sseeeeeeeeeeereeees 4.9 4.2 0.7 
UST et ee ee rE eacctuctitats nok o phn e-ceatoeneterete 3.4 3.0 0.1 
a 693.8 667.6 26.3 
Administration and general............0.20022eesseeeeeeenes 6.2 5.6 0.6 
Vise 1,040.3 82.9 


Outlays for the national health branch at $423 million for 1962-63 reflect 
an increase of $56 million over the previous year’s total. The increase was due 
primarily to an increase of $53 million in the government’s contributions under 
the Hospital Insurance and Diagnostic Services Act. 
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__ During 1962-63 expenditures of the welfare branch in the amount of $694 
million were $26 million higher than in the previous year, due mainly to increases 
of $11 million for family allowances, $8 million for old age assistance, $4 million 
for unemployment assistance and $3 million for disabled persons allowances. 


Government's contributions under the Hospital Insurance and Diagnostic Services Act 


The Hospital Insurance and Diagnostic Services Act, Statutes of 1957, 
authorized contributions by Canada in respect of programs administered by 
the provinces, providing hospital insurance and laboratory and other services 
in aid of diagnosis. In 1962-63 payments were $337 million compared with $284 
million in 1961-62. The increase of $53 million was due to an increase in the 
cost of insured services to hospitals and the gradual increase in the number of 
insured persons. 


The effective date of each agreement is as follows:—July 1, 1958 for New- 
foundland, Manitoba, Saskatchewan, Alberta and British Columbia; January 
1, 1959 for Nova Scotia and Ontario; July 1, 1959 for New Brunswick; October 
1, 1959 for Prince Edward Island; April 1, 1960 for the Northwest Territories; 
July 1, 1960 for the Yukon Territory; and January 1, 1961 for Quebec. 


TABLE 27 


(in millions of dollars) 


Fiscal year ended 


GOVERNMENT’S CONTRIBUTIONS UNDER THE March 31 
Hospirat INSURANCE AND DiaGnostic Services Act ——-—__________—_—_——__|__ Increase 
1368 1962 
(preliminary) 
INewiourd binder serene, - or ee oe teeta cls ieee iste sieiai=:- ake 7.5 #4 : : : 
INNA {SOOT soca onebotaseeosee hiicn Gap osopdas coun onnec 13.5 ee me 
Prince Bd wardlisiandsnc.aakccert eden sss stein = 17 ve 4 
INIOuP IATA RS Bs5ggy sp oebomecods onaes Honea ueanoneanocopUoudG 10.9 ane ass 
(RANT. shoocsboono nero ce nun eOneon wo coDeMenor.c ot dbtcn Fonme 88.7 ear ott 
(Oo is 0,605.0 As GEA aE Oe Eero dash aca moone oo Gone 122° 1 _ we 
Manitooaere te ce cree ore ee et ge scr cise are einiars ender 17.3 me ar 
Spekatchewalten see. sores betes es ere nee errs 18.3 an 5 
IDSC ART rae a en ae cone. aegine «= ces ce asiviscsivinseeins 25.9 ste er 
Pe British Columbia see clr yee 6 heise sis el eisai inisieionenehsioveieis 30.1 57 61 
0.8 


Northwest and Yukon Territories......---.-sseseereeereeee 
336.8 283.9 52.9 


General health grants and hospital construction grants to provinces 

Grants to provinces during 1962-63 for general health services and the 
control of diseases amounted to $31 million and for assistance in hospital con- 
struction to $20 million. Comparable amounts for the previous fiscal year were 


$30 million and $19 million respectively. 
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TABLE 28 


(in millions of dollars) 
nT Oe ee eee eee eS eee 


Fiscal year ended March 31, 1963 


GenerAL Heatta GRANTS AND Hosprvrat (preliminary ) 
ConsTRUCTION GRANTS eee 

General Hospital 

health construction Total 

grants grants 
ee ee 
Wewioundland. ..:.ecres snes «ne bene eam ceaeas cts aeineise 0.9 0.6 1.5 
NOve SOOLID: Lala telcad Sila San lace hits cbstertiwte wlotetem so stig sakets® eat | 1.3 2.7 
Prince Edward Island............ceseene sec ee renee eseeees 0.3 0.1 0.4 
New Brunswick...........-.cccceccreereceesecreseeccecsens 1.2 Ooni 1.9 
Ghai 205625 GME. dh eee MLL, BANA a Age atta Brea e en IOS 8.6 5.8 14.4 
MV TERT othe acl arereteres es teerelobeielas Spools aed wleeans sere leteyelarerers sleisysicio orate 9.4 6.6 16.0 
IN Phiten Lo aeeoeee 5 OnOnorine aU ron bos coon GoeCuor como nacth. 1.9 0.8 Zak 
Sackatchewalledun «ices cy dieh oe se mappoetlosts ere eepriseiane Hes 0.9 2.6 
MANETS OT ey Meee ee Se oc eta icra accion Tereie apeiernlay Meena me aisgereie taradala Tonnes 2.6 ee 4.3 
British Columbia!) siciicd Gees cake ew olor spre hslelealeteiaiere suaisiaiess 2.9 1.5 4.4 
Northwest and Yukon Territories...........+-++seeeeeeeees 0.1 a) 0.1 

31.0 20.0 51.0 


et yo Th) yee eee 


( Under $50,000. 


Family allowances 


Family allowances are payable in respect of all children under sixteen years 
of age, resident in Canada, with minor exceptions such as in the case of children 
of immigrants who must reside in Canada one year before an allowance is pay- 
able. The monthly allowance is $6 if the child is under 10 years and $8 in the 
age group 10 to 15. Children of immigrants receive family assistance at the same 
rate during their first year of residence in Canada from appropriations of the 
Department of Citizenship and Immigration if during that period they are 
under sixteen years of age. 

Family allowance payments for 1962-63 in the amount of $532 million 
represented 8 per cent of total expenditures. The increase of $11 million over the 
previous year reflected the increase in the number of children in the eligible age 
groups. 

TABLE 29 


(in millions of dollars) 


ee 


Fiscal year ended 


March 31 
Famity ALLOWANCE PAYMENTS Increase 
1963 1962 
(preliminary) : 
A oe oe oe eee ee 
DNqrortote cl LINC re alee igetares arate ae ee onapoute s ancio ts Sadakera cal oteley sets anas 16.6 16.4 0.2 
NG COULD See. Dee ie ORT e te Haatiots oreo aterl Menai anehecein erent 21.8 21.6 0.2 
Price we Se a severe eivonsnet cheers vei rata sn suai euoneetersberononeliolienbrarsror Bet Sines 0.1 
Wetoy POTTS OVLCIC.  yocic cle: w Bere teve telco etree eve as ae aitekers a peetauRtalcensiatens 19.4 19.2 0.2 
Quebec ee dt ee mie recor ERIC Cer CON OU cops 160.3 157.7 2.6 
ONEATEO. 6 dds cxbrs wis cs diesess tonatacecore oan © hares Gre lanes ieu ey ence en caaroroees 172% 168.4 4.3 
Manitoba. cco. cca re ee ee aa ee aerate ro ae) posters etree! aherere 25.5 25'1 0.4 
Rg seta oh © WAT cous. cose a: 0 ako papsusoelaunln Spheod. clay toe ieacte ee tene Ocaenense Beemer 26.5 26.3 0.2 
Alberta ls: . BOUL. oO. AR ERR AOS Seterecm atte ate 40.3 38.9 1.4 
British Columbia ss + hacbiseiistcidcw sew ines eo caveeia neues or 43.8 42.7 Tal 
Northwest and Yukon Territories..............-e2eeeeeeees 1.4 tc3, 0.1 
531.6 520.8 10.8 
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Old age assistance, disabled persons allowances, blind persons allowances and 
unemployment assistance 


Under the Old Age Assistance Act, the federal government reimburses the 
provinces by paying 50 per cent of the lesser of $65 monthly or the amount of 
assistance given by the provinces in the form of monthly pensions to eligible 
persons in need who are in the age group 65 to 69. (Under the Old Age Security 
Act, all persons 70 years and over who satisfy the residence requirements of the 
act may receive a pension of $65 per month from the federal government out of 
the old age security fund.) Similarly, the federal government reimburses the 
provinces under the Blind Persons Act for allowances of not more than $65 per 
month to blind persons in need 18 years of age or over by paying 75 per cent of 
the total payments, and under the Disabled Persons Act by paying 50 per cent 
of not more than $65 per month for allowances to disabled persons in need 18 
years of age or over. Payments in 1962-63 were $38 million for old age assistance, 
$20 million in respect of disabled persons allowances, $5 million for blind persons 
allowances and $96 million for unemployment assistance. Comparable figures 
in 1961-62 were, respectively, $31 million, $16 million, $4 million and $92 
million. 

The increases in old age assistance, disabled persons allowances and blind 
persons allowances were due mainly to amendments to the Old Age Assistance 
Act, the Blind Persons Act and the Disabled Persons Act which raised the maxi- 
mum pension towards which the federal government would contribute from $55 
to $65 per month effective February 1, 1962. 

Under the Unemployment Assistance Act the federal government contributes 
up to 50 per cent of the cost of unemployment assistance paid by the provinces, 
subject to certain deductions as set out in the act. All provinces have signed 
agreements with the federal government. There was an increase of $4 million in 
contributions for 1962-63 over those for the previous year. 

The following table presents a distribution of these payments to provinces 
for 1962-63: 

TABLE 30 
(in millions of dollars) 
ne 
Fiscal year ended March 31, 1963 (preliminary) 


Feperat SHare or Oxrp Ace AssisTaNce, DISABLED : : 
Prrsons ALLOWANCES, Buinp Parsons ALLOWANCES Old Disabled Blind We sae 
AND UNEMPLOYMENT ASSISTANCE age persons persons ploymen 

assistance | allowances | allowances | assistance 


er OOOO 


Nieurromndiancimernrmctrstracris tenses rts on croup nvertinexenereis 
INIG AIDA SIL(GL uC: Robe GbIan Onin mani apr cmiaoin Joc Coirc OK 
Prince Edward Island...........--2sseesceerreett 
Ne Wo PUTS OIC KK. 5 iene ove ncteyesepous ate ciepsie wicieinis eiainie.t 0) 


FD) 
i> 
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o 
ie) 
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SOSDSMMOSHS 
DIMBDWDIAIDWWEN 
SOSSoHrRrOoOSsSS 
WwWwWNnNnone ow 
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ERLE cre Cie re ora ore Spaiel saarorersu sis vuslelesp ys enengereve 2 
British Columbia.........-- rheitgcmacister trees vert 
Northwest and Yukon Territories.....-..+++++++s0+* 
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(1)Less than $50,000. 


124 


National Research Council, including the Medical Research Council 


Expenditures of the National Research Council, including the Medical 
Research Council, amounted to $41 million for 1962-63 compared with $39 
million for 1961-62. 


TABLE 31 


(in millions of dollars) 


Nee eee nT ETT 


Fiscal year ended 
NATIONAL RESEARCH COUNCIL, INCLUDING March 31 Increase 
THE MepicaL ResEARCH COUNCIL or 


faraiaesiee 1962 See ail! 
ppt |) Mee Ree ee SP eee a ee eS Ee 
Scholarships and grants in aid of research..............-+55. 14.4 1270 2.4 
Construction or acquisition of buildings, works, land and 
ECUULD IMSL be Carne eld Malate odo tele elotcle amelatalr ei ctanges a ey airtanetaneraronaytte 3.8 5.4 —1.6 
Administration and general.ty.0.. 20s. .sss0 seen cones ens AB eal | 21.4 i ar 
41.3 38.8 ee 


In 1962-63 outlays for scholarships and grants in aid of research increased 
by $2 million. Administration and general costs also increased by $2 million 
and with a reduction of $2 million in expenditures for construction or acquisition 
of buildings, works, land and equipment, there was a net increase of $2 million 
over the previous year’s total. 


National Revenue 


Expenditures of the Department of National Revenue totalled $79 million 
for 1962-63, $3 million more than in 1961-62, due mainly to increased costs of 
$2 million for district offices of the taxation division and $1 million for the 
customs and excise divisions. 


TABLE 32 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
NaTIONAL REVENUE or 
1963 decrease (—) 
(preliminary) 1962 
Customs and! excise divisionSses,.5- 405+ 0 onsen teense 40.6 39.7 0.9 
i B-S'e RO} Mobb pr iteyity CUS Rt Ae) IRR Os Aga. Sono ooiama (Sore ceria c 37.8 35.4 2.4 


Income: tax appeal board eros; sae ales oon en Eee or aneioiniers 0.2 0.2 


78.6 75.3 3.3 
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Northern Affairs and National Resources 


Expenditures of the Department of Northern Affairs and National Resources 
were $90 million for the fiscal year 1962-63, an increase of $8 million over the 
comparable total for 1961-62. 


TABLE 33 
(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
NORTHERN AFFAIRS AND NATIONAL RESOURCES — or 
decrease (—) 
(preliminary) 1962 


Northerniad ministration bratich. ....-2.4scheccecsssecs sore 0.5 

INS Prone aT aul RANC OR red elise, «Berk teis overs ra bye npopsanuotenonevelenenis 7.6 
Contributions to the provinces to assist in the development 

Omroads leading LOMCSOUTCES. 6.56 oes. cape f oso oe otis eaeale 9.2 

WiAtORresOUrCES DIanGliraca.. Aa. dhatbat: <4 spisdralsionons theremin 5.9 

Sus 

3.8 

0.3 


ep now 


Canadian government travel burcau.................-..+05- 
A GnaNStEAGLON ANGHZCNETAL sds 6s. occas «cis baleen awww we 


i) wWwrmrP Ob 
oo aonoro =O 


co 
ie2) 


The main changes were increases of $9 million in outlays of the northern 
administration branch and $4 million in expenditures of the water resources 
branch and decreases of $2 million in expenditures of the national parks branch 
and $3 million in contributions to the provinces to assist in the development of 
roads leading to resources. 


Post Office 
Gross expenditures of the Post Office Department for 1962-63 totalled 
$219 million, an increase of $4 million over the 1961-62 outlays of $215 million. 


TABLE 34 
(in millions of dollars) 
eee 


Fiscal year ended 


March 31 Increase 
Post OFFICE or 
1963 1962 decrease (—) 
(preliminary) 
en ee ee ee 
Charged to budgetary expenditure— 
Operations—salaries and other expenses of staff post 
offices, district offices and reat rane eae 
and supplies and equipment and other items tor 
revenue post offices...........+. et, ee ee ere 120.1 117.0 yal 
Transportation—movement of mail by land, air and | 
WARE TES CUELS CATER Ta iM AIS Shida = ELES thet: ped Sees 63.8 62.7 ne 4 
Financial services......:-- Sk Tiniell sae ou a2 ; 
Administration and general............00ee errr eee eens ree a ae 


Charged to revenue— 
Operations—salaries of postmasters and staffs at revenue 


and semi-staff offices, commissions paid at sub- ’ 
offices, and other disbursements......+-+++++s++++5: 30.0 29.8 0.2 


219.3 214.8 4.5 
ee ee eer Pek 
Remuneration of postmasters and staffs at revenue and semi-staff offices 


and certain other authorized disbursements are paid from revenue. These pay- 
ments, included in the total of $219 million were $30 million for 1962-63, approx- 


imately the same as for 1961-62. 
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Public Works 


Expenditures of the Department of Public Works for 1962-63 amounted 
to $175 million, a decrease of $14 million from the 1961-62 total of $189 million. 


TABLE 35 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Pusiic WorRKS or 
963 1962 decrease (—) 
(preliminary) 
Public buildings—construction and services— 
Maintenance andvoperationi 1. the sese o oe.c4 ees seu oes cle 43.4 45.9 —2.5 
Acquisition, construction and improvements of public 
buildings— 
OLLE Wee a eteee ots eerie oe claro oak damian 9.0 11.3 —2.3 
Othericentrestiny Canada .ce.See.6s + -tecsuneess. secon 12.6 15.4 —2.8 
Oirtside: Cansdaeweae Hae. ee eaten 0.4 —0.4 
Imiprovements-wenerallly sms ccc ectek ete wu carers wenn 0.5 0.2 0.3 
HurMibure and fdrMishingss, os seeie sc. dbicvc neces celee Zao 2.8 —0.5 
Ines PE VEL Ul OleeR ee eisans hice o ore cisieiay Sleterctatanl lus ee aiioears 0.2 0.2 
68.0 76.2 —8.2 
Development engineering services— 
Trans-Canada highway division— 
Contributions to the provinces under the terms of 
the Trans-Canada Highway Act.............. 32.0 36.5 —4.5 
Construction through national parks.............. 3.9 Dal —1.2 
Generally ran ae Pons Sete Ae Ie eee oS AD EN OP 2.3 522 —2.9 
88.2 46.8 —8.6 
Harbours and rivers engineering services— 
Acquisition, construction and improvements of harbours 
ANC" TY CLoWOLKS saeusees coc ee eer en 24.6 29.6 —5.0 
Jig here Featelece Wan ee CL gaat Sete Cee: CnC aes > tan ee em 3.9 5.4 —1.5 
Graving docks, locks and dams................+++.s++-0. 0.7 0.8 —0.1 
29.2 85.8 —6.6 
National Capital Commission....2......+..-+..8tobdet teen. 13.8 8.7 5.1 
TR OUSIN Rid core: aie ces Ten ere See EE eee 10.2 5.8 4.4 
AGimininirationang ened) wo maaan eter eee 15.6 15.5 0.1 
175.0 188.8 —13.8 


Decreases in expenditures of $9 million in development engineering services, 
$7 million in harbours and rivers engineering services and $8 million in outlays 
for public buildings—construction and services, were partly offset by increases 
of $5 million in payments to the National Capital Commission and $4 million 
for housing. 


The decrease of $9 million in expenditures for development engineering 
services was due mainly to a decrease of $5 million in contributions to the proy- 
inces under the terms of the Trans-Canada Highway Act and a reduction of $3 
million in general outlays. 


The decrease of $7 million in expenditures of the harbours and rivers en- 
gineering services was due mainly to a decrease of $5 million in outlays for 
acquisition, construction and improvements of harbours and river works and 
$2 million in costs of dredging. 


Expenditures for public buildings—construction and services were $8 
million less than the comparable figure for the previous fiscal year, due to de- 
creases of $6 million in costs of acquisition, construction and improvements of 
public buildings and $2 million in costs of maintenance and operation. 
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Royal Canadian Mounted Police 


__ Expenditures of the Royal Canadian Mounted Police amounted to $66 
meen for 1962-63, an increase of $5 million over the 1961-62 total of $61 
million. 


TABLE 36 


(in millions of dollars) 


Fiscal year ended 


March 31 
Royat CANADIAN MountveD Poticn | n eee See 
3 decrease (—) 
(preliminary) 1962 
Mand sain and training GivisiONS 2, seas) sence aes cera tise se 49.2 45.5 By 
Headquarters administration and national police services... 8.2 7.5 0.7 
IPensroDStanUvOEneL DENCE US. ctccms ae rpecion aoe saicicmesins ite ors Sal O00 0.2 
Government’s contribution to Royal Canadian Mounted 
Police superannuation account............0eseceseeereees 2.6 2.3 0.3 
IM RTAMCTR EV ICOB Ts ratte crete cnet cra tere hiav'n om cieaet tl onus tees tals Sls revonstaiacars wiere 1.8 17 0.1 
65.5 60.5 5.0 


Payments as shown in the table represent gross expenditures; payments 
received from the provinces and municipalities for police services at $12 million 
were credited to revenue. 

The main changes in expenditures were increases of $4 million for the land, 
air and training divisions and $1 million in higher outlays for headquarters 
administration and national police services. 


Trade and Commerce 


Expenditures of the Department of Trade and Commerce were $27 million 
for 1962-63, compared with the 1961-62 total of $40 million. The decrease of 
$13 million was due almost entirely to a reduction in the expenditures of the 
Dominion Bureau of Statistics. 


TABLE 37 
(in millions of dollars) 
a .vC¥ORH.—V>O0O—m—" 


Fiscal year ended 
March 31 Increase 


TRADE AND COMMERCE or 
1963 1962 decrease (—) 


(preliminary) 


a ee A 


Dominion Bureau of Statistics.........6.see sees sree rere eeees 12.0 24.6 sa 
Trade commissioner SEFVice........ eee e cece eer e eee enre es 5.6 b2 i 
Standards branch.........-.sccseceecscescneeeseneerencens 2.9 ; : 
National Energy Board.........-.+:sereeeeseeseercrssecees 0.5 oe =e 
Administration and general...........-.000seeeeeerereeceees 6.0 ; : 
27.0 39.5 —12.5 


The decrease of $13 million in expenditures of the Dominion Bureau of 
Statistics was due to: (1) the 1961-62 expenditures included $12 million in 
respect of the 1961 Decennial Census of Canada whereas the 1962-63 expendi- 
tures for this purpose were only $1 million; and (2) a decrease of $2 million in 


operating expenses. 
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Transport 


Expenditures of the Department of Transport totalled $430 million for 
1962-63, an increase of $20 million over the 1961-62 total. 


TABLE 38 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
TRANSPORT or 
1963 1962 decrease (—) 
(preliminary ) 
Air services— 
@ivalvavia tion orang hs,c1dss tt emacs eee Le: 82.9 89.9 —7.0 
Telecommunications and electronics branch............. 30.7 36.6 —5.9 
MeteOLologicaliDnanch wdc. comence serene ee ee 17.4 18.1 —0.7 
ES UMTS CEA LLO Serer err facie HLS oS lee oe te 5.3 5.4 —0.1 
136.3 150.0 —13.7 
Railway and steamship services— 
Maritime Freight Rates Act— 

Difference between tariffs and normal tolls......... 12.9 12,2 0.7 
Railway to Great Slave Lake......+.0.-.s000.0sis00ccu 1252 ST Ay 
Auto-ferries, docks and terminals..............0-.c0.00. 3.1 4.7 —1.6 
Deficits— 

Canadian National Railways.................0000-. 48.9 67.3 —18.4 

Newfoundland ferry and terminals.................. 8.2 7.3 0.9 

Prince Edward Island car ferry and terminals...... 3.3 3.0 0.3 

Yarmouth, N.S.—Bar Harbour, Maine, U.S.A., 

FOTIA ESCLVICC veka Phtran:< edie tbe antes conte ios oe 0.2 0.1 0.1 
LOLS g hectic amit at, atte dla ss — el ci Mts Lea RE 0.5 0.2 0.3 
89.3 95.9 —6.6 
Board of Transport Commissioners for Canada— 
Interim payments related to the recommendations of the 

Royal Commission on Railway Problems.......... 50.0 50.0 ; 
Préight Rates Reduction'Act......2:..+.0)0.b. cee. chee 36.7 19.0 17.7 
Maintenance of trackage.........2..¢00esssesecvcecese. 7.0 7.0 
Contribution to the railway grade crossing fund......... 5.7 10.0 —4.3 
Administration and’general......0.2--. 080) ee es is ites 

100.7 87.3 18.4 
Marine services— 

Canadian’ marine services....-....22..0 + a0te eee eee. 30.9 22k 8.2 
PAULCL STROM AVA ATION | et nee ero anne ue nn 10.6 bE —0.6 
Ship channel services—St. Lawrence and Saguenay rivers 4.2 6.3 —2.1 
Mariner éoula tions ses. eee esianty AC UE bleach 4.1 3.8 Os 
CUNGIS erate cee oto eT ene 3.8 3.5 0.3 
Administration and: general. ij..00 <-.+.lessis viescees. 1.4 ibe 0.3 
65.0 48.6 6.4 
Canadian Maritime Commission............0.0.0cecccceeee. 31.0 10.2 20.8 
Non-active adyances—National Harbours Board............ Daw, 4.9 0.3 
Trans-Canada Air Lines—deficit...............ccccecc cen. 3.5 6.5 —3.0 

Operating deficit of canals entrusted to the St. Lawrence 
Seawaywkathority (ink wh. a. ck een ee Ar weet Ses 3.1 2.6 0.5 
Administration andugeneral ..fi.c ice. abl sasindc. mcsee ihn, eke 6.3 4.4 1.9 
430.4 410.4 20.0 


a el eed Ip 


Outlays for air services reflected a decrease of $14 million from the previous 
fiscal year due mainly to decreases of $7 million in expenditures by the civil 
aviation branch and $6 million by the telecommunications and electronics 
branch. 


Expenditures for railway and steamship services, including charges to 
expenditures in respect of deficits of certain government-owned enterprises, 
were $89 million, a decrease of $7 million from expenditures of $96 million in the 
previous fiscal year. 
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The 1962 deficit of $49 million of the Canadian National Railways charged 
to budgetary expenditures was $18 million less than the comparable figure in 
1961-62 and expenditures in respect of the construction of the railway to Great 
Slave Lake were $11 million more than in the previous year. 


Expenditures of the Board of Transport Commissioners for Canada increased 
by $13 million, due mainly to an increase of $18 million in payments under the 
Freight Rates Reduction Act offset in part by a decrease of $4 million in the 
government’s contribution to the railway grade crossing fund. 


Marine services expenditures were $55 million, an increase of $6 million 
over the previous fiscal year. An increase of $8 million in expenditures for the 
Canadian marine services was partly offset by a decrease of $2 million in ex- 
penditures for the ship channel services—St. Lawrence and Saguenay rivers. 


Outlays of the Canadian Maritime Commission at $31 million were $21 
million more than in the previous fiscal year. The change was due mainly to 
increased payments of capital subsidies for construction of commercial and 
fishing vessels. 

Deficits of government-owned enterprises charged to expenditure (other 
than the Canadian National Railways) were $8 million for the Newfoundland 
ferry and terminals, $4 million for Trans-Canada Air Lines, $3 million for the 
Prince Edward Island car ferry and terminals and $3 million for canals entrusted 
to The St. Lawrence Seaway Authority compared with $7 million, $7 million, 
$3 million and $3 million respectively in the previous year. 

Non-active advances to the National Harbours Board totalled $5 million for 
1962-63, approximately the same as in 1961-62. 


Veterans Affairs 


Expenditures of the Department of Veterans Affairs amounted to $336 
million for 1962-63, an increase of $3 million over the 1961-62 total. 


TABLE 39 
(in millions of dollars) 
NN ——————_—______ nnn EEE 
Fiscal year ended 


arch 31 Increase 
ee i Se or 
VETERANS AFFAIRS 1963 decrease (—) 
eae 1962 
(preliminary ) 


ee 


Pensions for disability or death............:eeeee sence eee ees 175.9 bn ae 
War veterans allowances and other benefits..........-.++++- 88.7 tye ane 
Treatment and welfare ServiCeS...... 2... 0s eect reer er ereee 56.1 : F 
Soldier Settlement and Veterans Land Acts— 
Provision for reserve for conditional benefits, Veterans oy re oes 
LATE RSS I Va eon icine oc modem DT onoK He oe ; 
Administration and general..........-.++++2:seeeeeseees ee a6 at 
War service gratuities and re-establishment CLOG Ith neaeme ete Ae 30 
Administration and general..........-.:eeeereer eee es erste : 
336.4 333.2 3.2 


i illi i i f $7 million 

The net increase of $3 million was due mainly to an increase of 
for war veterans allowances, offset in part by decreases of $2 million in pensions 
for disability or death, $1 million in war service gratuities and re-establishment 


credits and $1 million in treatment and welfare services. 
68993-5—9 
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All Other Departments 
Expenditures of the departments not dealt with individually totalled $50 
million, an increase of $12 million over the total for 1961-62. 


TABLE 40 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Aut OTHER DEPARTMENTS or 
1963 1962 decrease (—) 
(preliminary) 

Auditor) Géneral’s Office: 7. se. aed. SE 12 1.2 0.1 
Boardtoft Broadcast Governorss- ates aettie. «daeiae- flsee tee 0.4 0.3 0.1 
Office of the Chief Mlectoral Officer. 2272. .2. 10 1.:. 35. 0cs su: 11.8 0.4 11.4 
Civall Servicer Commission. 4420 are. . 2is 4.8 4.7 0.1 
Governor General and Lieutenant-Governors... 0.5 0.5 
LUISUPANCOn ayn iaem tara ree free irr ee ete cre Pa Teen 1.4 1.4 
PAB ONS AIOM atc Soh Re plans caarue oie cy salar ns NS oe Ee 8.3 8.4 —0.1 
INttionali iin 5 Oar store. . seer ence te me tne mene 5.6 Be 0.5 
National Gallery/of Canadas). 407) .i005. e.. Bee. dae awe 1.0 1.0 
Prey vaC GUNG ae oot ek et Re he earn 5.0 4.5 0.5 
Public Archives and National Library...................... 1.0 1.0 
PublicuPrintingand stationeryitecd dene as ise ee eee oe 4.0 4.0 
Becravary Olususve:nneme stata: cae tAde car moniter icone 4.8 5.0 —0.2 

49.8 37.4 12.4 


The most significant change in expenditures for 1962-63 was an increase of 
$11 million by the Office of the Chief Electoral Officer for expenses of the federal 
election in June 1962. 
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4. SUMMARY OF ASSETS AND LIABILITIES OF CANADA 
AS AT MARCH 831, 1963 


The assets and liabilities of the Government of Canada at March 31, 1963, 
the comparable balances at March 31, 1962 and the changes in each category 
during 1962-63, are shown in condensed form in the following table: 


TABLE 41 


SumMARY or ASSETS AND LIABILITIES OF CANADA 
(in millions of dollars) 


Balance at March 31 I 
ncrease 
ps 1963 oF 
(preliminary) 1962 decrease (—) 
LIABILITIES 

@urrentiand demand Inabiulities:.. ... ots cicamariner sessed se smi 1, 643.6 1,234.1 409.5 
Deposit. and trust ACCOUNTS, aay. «+ teemiie soa oss oot 222.9 266.6 —43.7 
Annuity, insurance and pension accounts..............00esee- 4,741.9 4,246.0 495.9 
Undisbursed balances of appropriations to special accounts... 126.5 Sa 11.4 
WDGlGEred sere chibsinevratinrenerotere eitentee aioe caie ote ors tate ote eter aye 107.8 95.0 12.8 
SS CHSOMAC COMMUN et an eet irs aeucen see asco eles si cacusiene nies 7.4 5.3 onl 
i mT AERO CCE LD Uneeprertmintittaccnarris/o xertcis sist caste outs) sa\iaje errse re 17, 961.8 16, 945.7 1,016.1 

Mao balulvatorlutresmis a/c cac access pereiersacrclerl oy isuelete 24,811.9 22,907.8 1,904.1 

ASSETS 

‘CAMO: PERISE a 4.0 085 CO RB OO Fon oN IOTISS DIES 00 COS DOU Cano. 824.7 1, 246.0 —421.3 
Advances to the exchange fund account.............2.s+s06: 2,736.0 1,793.0 943.0 
Sinking fund and other investments held for retirement of un- 

TET UCCUG Cita tinea fois oe cietiis © oi saver nvm fee bha Prim « 22.0 19.4 2.6 
Loans to, and investments in, Crown corporations..........- 4,465.1 3,985.3 479.8 
Loans to national governments...........:+ee eee reece 1,210.7 1,339.8 —129.1 
Oder JoOans ANG AN V.eSbIICIGS vcorsieyo)e:orareesne.oreseyennns-overonsnsnnesoiejoiersschona 1,105.4 993.9 1b 
Secusitiesilre GPNRGLUSE seioc stre asic ve aciseciewielahe mi sisiersieecisin vice « 25.6 25.8 —0.2 
Deferred charges— aes 

Unamortized portions of actuarial deficiencies— 

Canadian forces superannuation account.........-... 524.8 326.3 198.5 
Public service superannuation account..........-. oes 276.7 276.7 
Royal Canadian Mounted Police superannuation 
av Sei Mee be de den eeL Co STON Go cc oecoumootud 3.5 eo 
Unamortized loan flotation costs..........++++eeeree ees 131.6 121.3 10.3 
936.6 727.8 208.8 
Suspense accounts... 2.2..-c2ececesserccen ee senesceccscsees : 0.2 a, 0.2 
Capital assetsts Me Wii cole te wib eideicirieleisisisiemiais peras cca eeriete (1) 
Inactive loans and investments.........::+eeeeeeeeeeeeeeees 94.9 94.9 
Mota ASSES. desch« Abie sean dean eoseteuanse ss 11,421.2 10, 226.1 1,195.1 
Less reserve for losses on realization of assetS.....---.++++++: —546.4 —546.4 
INGA SEES cere cee esi rose teceicisieninla eae yinieles 10, 874.8 9,679.7 1,195.1 
13,937.1 13, 228.1 709.0 


Net debt, represented by excess of liabilities over net assets. 


Ree ed ee) A Ceca) sees sas) 


@ Shown at nominal value of $1. 


A. CHANGES IN PrincipaL LIABILITY CLASSIFICATIONS DURING 1962-63 


The gross liabilities of the government increased by $1,904 million during 
the fiscal year. Increases of $1,016 million in unmatured debt, $496 million in 
annuity, insurance and pension accounts, $410 million in current and demand 
liabilities and $13 million in deferred credits were partly offset by a decrease of 
$44 million in deposit and trust accounts. 
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TOTAL LIABILITIES 
Fiscal Years Ended March 31 
Billions of Dollars 
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Current and demand liabilities 


This category consists of obligations of the government payable currently 
or on demand. 


TABLE 42 
(in millions of dollars) 
Sn OowwowmwmomoaoaoaaoaoaoaoaoaoaoaoanamamamamwaoyqwowosooeeeoToe———=~<~—o oe =&x:Leeeo 
Balance at March 31 


Increase 
CURRENT AND Demanp LiABILITIES 1963 or 
(preliminary) 1962 decrease (—) 

Outstanding treasury cheques..............0cccceccececceces 267.6 265.7 1.9 

Apeounts pay ableveen.<.ic%.c snc Men. scan been ones dencs 267.0 280.7 —13.7 
Non-interest-bearing notes payable to— 

The international development association.............. 19.3 14.0 523 

The international monetary fund— 

Canadaisisnpscnipvionec: taser rrr ee Lae 370.0 358.0 12.0 

SDPCCLAl Gamma e., occa. SER... 5 Bee tera eh cca eatecd ie 368.0 368.0 

767.8 872.0 85.3 

Matured’debtioutstanding es eee eee eee. 32.4 36.4 —4.0 

Interest due and outstanding...............ccceccecccecccece 80.7 73.9 6.8 

THtSrestiaccricd Sane tice raremmeninynn ts.) tf Ne A 200.6 174.6 26.0 

Post office—outstanding money orders.................2.... 32.8 25.4 7.4 

Outstanding letter of credit cheques..............0.0c0eeee. 4.6 4.7 —0.1 

Othereurrentliabilipies-ce eee ee ee eee 0.6 aa —0.1 

1,643.6 1528471) 409.5 


The net increase during the year was $410 million. The main changes were 
increases of $385 million in non-interest-bearing notes, $26 million in interest 
accrued, $7 million in outstanding post office money orders and $7 million in 
interest due and outstanding and a decrease of $4 million in matured debt 
outstanding. 
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The increase of $385 million in non-negoti i i 
; se of § gotiable non-interest-bearing notes 
includes $380 million in respect of the international monetary fund. - 


Of this increase, notes in the amount of $12 million were issued due to re- 
valuation of Canadian dollar balances in the international monetary fund and 
notes in the amount of $368 million were issued to replace Canadian dollars 
remitted to the Receiver General by the international monetary fund in accord- 
ance with the standing arrangements regarding the international monetary fund 
account No. 1 namely, that the holdings of the account in excess of one per cent of 
Canada’s quota in the fund will be exchanged for non-negotiable non-interest- 
bearing demand notes from time to time as circumstances permit. This $368 
million reflected two types of transaction (1) the Canadian borrowing from the 
fund (note issue of $325 million) and (2) the United Kingdom repayment of 
Canadian dollars to the fund (note issue of $43 million). 


Deposit and trust accounts 


Sundry funds deposited with, or held in trust by, the Receiver General of 
Canada for various purposes are recorded in these accounts. 


TABLE 43 
(in millions of dollars) 


Balance at March 31 


Increase 
Deposit anD Trust ACCOUNTS 3 or 
(preliminary) 1962 decrease (—) 

Provincial tax collection agreements............00eeeeeeeeee 38.0 —38.0 
Indian trust funds....... Oe rae. |. OF Bartdde ates odes 28.9 28.5 0.4 
Postiosiceisa ving seOan ace nee eit as ole sp lalele! ove o teteeieseteaey 25.4 27.4 —2.0 
Wrowl Corporations (epOsits. ta. cca cee «+ ike « .wiiainte em ere 30.0 24.2 Ons 
Contractors securities—sundry departments— 

(Va FW ty ee a nacre 5 ME Oe Hiei ahicachaln Mite Sempranionie Dior cae 8.2 O25 —1.3 

CN hee SAO Gade DD ORE GOR ade AUPnns Sot penc bares aoe on 4.3 7.0 —2.7 

Gentitledi@henuesmnns » ser cee ee eis cies tere tebe tetet-tofetsr 1.2 15 —0.3 

18.7 18.0 —4.3 
Wontraclore nol backGue cee tec cries ccc ei deters circ vets 1723 17.8 —0.5 
Korean operations pools... ..t.ctteee tees he tec cseemac eee: 16.1 16.1 
Instalment purchase of bonds, public service..........-++++- 11.9 12.4 —0.5 
MnibedaStatesiOl ATMOLICA).c cccaee ose e siereinlerere bipieis <n cclni 5s sge1 5.9 1272 —6.3 
Canadian Arsenals Limited pension fund............---+-5+: 1S 12a —10.6 
Canadian Pension Commission—administration trust fund... 13.0 12.1 0.9 
Guarantee deposits— 
Wiahionall Rev enuert.. leds SiO eileen Cab eile + lelele tele erereres 4.4 4.5 —0.1 
Northern Affairs and National Resources........-.-+.++- 8.4 5.9 2.5 
Lens 10.4 2.4 
National Harbours Board—special accounts......-..+++++++: Tah 7.6 —0.5 
Army benvolent fund). 6.40. eel ese oe dee wei ita ne 6.0 6.3 —0.3 
Soldier settlement and veterans land acts trust account— 

ENCLAL men see ree reagent Seeger “toerise et aprees is 3.2 2.7 0.5 
Permanent services deferred pay....-......eeeere eee teens 3.2 2.8 0.4 
Common school funds—Ontario and Quebec.........-++++++ caf ahi 
Veterans care trust fund.........---- ccs cere rene erences: 2.4 ee 0.1 
National Research Council—special fund.........-..++++ aa 21 2.0 0.1 
Emergency gold mining assistance—holdbacks........-++++: 1.5 1.2 0.3 
Canadian National Railways.........-:+-seceeereeeeceteees 7.6 7.6 
(GIST. 1, Ro hot ERE ree aor one ers eaanc 10.6 9.8 0.8 

222.9 266.6 —43.7 


fee oe EE 


There was a decrease during the year of $44 million due principally to the 
provincial tax collection Shastients under which as at March 31, 1962 the federal 
government had collected $38 million, while at March 31, 1963 the provinces had 
received advance payments of $10 million in accordance with the federal- 
provincial tax collection agreements. This amount 1s recorded in the asset 
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category ‘Other loans and investments”. There were also decreases of $11 
million in Canadian Arsenals Limited pension fund, $6 million in the United 
States of America deposit account and $4 million in contractors’ securities. 
Partly offsetting these decreases were increases of $8 million in the Canadian 
National Railways account (representing that part of the 1962 income deficit 
paid from company funds and which will be repaid to the company when 
parliamentary authorization is received), $6 million in Crown corporations 
deposits and $2 million in guarantee deposits. 


Provincial tax collection agreements went into effect from January 1, 1962 
and further details will be found under the category “Other loans and invest- 
ments’. 


Annuity, insurances and pension accounts 


In this category are recorded the amounts to the credit of the various annu- 
ity, insurance and pension accounts. 


TABLE 44 
(in millions of dollars) 


Balance at March 31 


Increase 
ANNuITY, INSURANCE AND PENSION ACCOUNTS _ or 
963 1962 decrease (—) 
(preliminary) 

Unemployment insurance fund....¢.25......00ccesccccccccce 23.4 78.2 —54.8 
Less investment in bonds and accrued interest............... —11.8 —63.6 51.8 
Uninvested funds on deposit with the government....... 11.6 14.6 —3.0 
Government annuities: 2.2008. Bes os ee ne 1,260.7 1,280.8 26.4 
Public service superannuation account..................-05.. receea 1,586.9 136.8 
Canadian forces superannuation account..............e0eee-. 1,605.9 7 AEN 326.7 
ODD Gi Sscccoc irc ysictec.t see cans he OCR ose io easel 139.0 130.0 9.0 
4,741.9 4,246.0 495.9 


nn Sa eee 


Unemployment insurance fund 


During the year receipts amounted to $348 million and included employees 
and employers contributions of $287 million, the government’s contribution of 
$57 million and $4 million in interest from investments. As benefit payments 
amounted to $403 million there was a deficit for the year in the fund of $55 million 
compared with $118 million in the previous fiscal year. 


The balance in the fund at March 31, 1962 of $78 million was reduced to $23 
million at March 31, 1963 by the deficit in the fund for the year of $55 million. 


As the commission’s investment in bonds and accrued interest amounted to 
$12 million, the funds on deposit with the government were $12 million at 
March 31, 1963 compared with $15 million at March 31, 1962. 


Government annuities account 


The government annuities account increased by $26 million during 1962-63 
representing the amount by which premium receipts of $34 million and interest of 
$47 million credited to the account by the government exceeded payments of $55 
million to annuitants and beneficiaries. 
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Public service superannuation account 


The increase of $137 million in the public service superannuation account 
was due mainly to the government’s contribution of $51 million (equal to the 
estimated current and prior service payments of individuals in 1961-62) and 
interest of $66 million credited to the account. The remainder of the increase was 
due to the excess of employees’ current and prior service contributions and 
miscellaneous receipts over benefit payments. 


Canadian forces superannuation account 


The Canadian forces superannuation account increased by $327 million 
during 1962-63. The increase included the government’s contribution of $58 
million which was made at the rate of one and two-thirds times the current and 
prior service contributions, payment of interest by the government of $53 million 
credited to the account and the amount of $17 million by which contributions by 
permanent services personnel for current and prior years’ service exceeded benefit 
payments from the account. There was also a credit of $199 million to this account 
in 1962-63 to bring the balance in the account into line with an actuarial evalu- 
ation as at December 31, 1960 as calculated by the Department of Insurance. 
A contra entry was made to the asset account ‘‘Deferred charges—unamortized 
portion of actuarial deficiency in the Canadian forces superannuation account”. 


Old age security fund 

Under the Old Age Security Act pensions at the rate of $65 per month are 
paid, without a means test, from the old age security fund to all eligible persons 
seventy years of age or over. Receipts of $691 million, consisting of $302 million 
from the 3 per cent sales tax, $274 million from the 3 per cent tax on persona] 
incomes (maximum tax $90) and $115 million from the 3 per cent tax on corpo- 
ration profits, were $43 million less than payments of $734 million from the fund. 
As the balance in the fund at the end of the fiscal year 1961-62 was $2 million, 
temporary loans of $41 million were made by the Minister of Finance to cover 
the deficit in the fund. 


TABLE 45 
(in millions of dollars) 
eS 0050——SaSaaaa>_&>m=s®$ 
Fiscal year ended March 31 


aD 


4 1963 
Se age ei 1959 1960 1961 1962 (prelimi- 
nary ) 
Tax receipts— 
eae ree eee 173.6 270.0 270.2 284.9 302.2 
Sacek vet eanene ee CRT OAL 146.4 185.6 | 229.4 | 259.0 273.6 
Corporation income tax........--sseeeersse teres 55.3 91.3 103.5 : , 
TOES hee ee cae se es aieme a 375.3 546.9 603.1 644.0 691.1 
Pension aie beraltg a. Lise otis. oete 559.3 | —574.9| —592.4| 625.1] —733.7 
Excess of receipts over payments. ....--++++serre0: —184.0 —28.0 ea ha —42.6 
Temporary loans brought FOP WAIG se .io 5's 2 oe aiaieye's« : o% 
Balance in fund poe over wd ie Pe RSE TO 
Appropriation by Parliament— __ 
eicharkod to budgetary expenditures......------ 184.0 
Temporary loans from the Minister of Finance to eg me mr 


cover deficit in fund..........+-+seeeeer etree: 


i ee ee | Bar eae Er pape Te OPS 


Balance in f0nd)..wctece cece es eesecsereccseneres 


rere he EY ON aetilin to eelrseredalh bebe seuslbaeras 
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A distribution by provinces of pension payments from the old age security 
fund for the last two years is shown in the following table: 


TABLE 46 
(in millions of dollars) 


Fiscal year ended March 31 


Oxp Aas Security PAYMENTS Increase 
196 1962 
(preliminary) 

Newiloundland:s, casos ee ee ee ee 14.0 WE) 21 
Nova Scotia ssh Chait. JR Ve. SE 33.8 28.9 4.9 
Prince wWidiward: Island. 3.5594. bere Sree ono 6.0 5.2 0.8 
INGW, DTUNS Witlon an cata. ct aie ce LReeneC TRE re ee eee oe 24.9 21.3 3.6 
Quebects..£6S. 40. ta OLAS Pe a ae 155.1 131.7 23.4 
Qntario sack caver oli hh ce ee a te et el he 265.3 226.1 39.2 
ManitobDaaer eth ois cette ee ee 44.6 38.1 6.5 
Baskatchewanytes¥3 okie Gas BH es eee of eee 46.3 39.6 6.7 
Al Dertanhee et ocs cee eee: Rees Ree att oe eee ce 49.8 42.3 (he) 
British’Columbian,.22 0 ite ene ee Ane) ake 93.4 79.6 13.8 
Northwest and Yukon: Territories. ..).<: 5: .lyd0cc00.00ee. 0.5 0.4 0.1 

MOORE 625.1 108.6 


Undisbursed balances of appropriations to special accounts 


This category records the undisbursed balances of appropriations to special 
accounts for which moneys have been appropriated by Parliament and from 
which disbursements may be made for authorized purposes in periods subsequent 
to that in which the appropriation was made. There was a net increase of $11 
million during the current fiscal year bringing the balance as at March 31, 1963 
to $126 million. 


TABLE 47 
(in millions of dollars) 
G60euaK—QNaq_6_"_—_—63“6—e6x37]0#—Q0T —0S0SSSSSSSSSS 


Balance at March 31 
Increase 
UNDISBURSED BALANCES OF APPROPRIATIONS 


TO SpeciAL ACCOUNTS 1963 OF 
Soreliminary) 1962 decrease (—) 
Colombo: plan Sued jen aoe. Sa eae een) Dine Ue 91.7 77.6 14.1 
Railway grade crossing find.....¢.0. -.. cen cae 26.6 33.8 —7.2 
National capital tind ..4.s.cr.- kc ee ee 8.1 3.6 4.5 
85 TRS SC eae MOTT, ENN PMs RESP LRE Wi 0.1 0.1 
126.5 15a 11.4 


The increase of $14 million in the Colombo plan fund represented the 
amount by which the $42 million credited to the fund for assistance to countries 
in south and south-east Asia (and charged to budgetary expenditures) exceeded 
disbursements from the fund of $28 million. 


The railway grade crossing fund decreased by $7 million during the year, 
representing disbursements of $13 million from the fund less an amount of $6 
million voted by Parliament for this purpose which was credited to the fund and 
charged to budgetary expenditures. 


The increase of $4 million in the national capital fund represented the 
amount by which the $9 million credited to the fund and charged to budgetary 
expenditures exceeded disbursements of $5 million. 
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Deferred credits 


This category records amounts due the government in respect of which 
payment has been deferred. These are contra accounts to corresponding items 
under the following asset categories: “Loans to, and investments in, Crown cor- 
porations”’, ‘“‘Loans to national governments” and ‘Other loans and investments”, 
ihe balance at March 31, 1963 was $108 million, an increase of $13 million during 

e year. 


TABLE 48 
(in millions of dollars) 


Balance at Mareh 31 Thtteacn 
DEFERRED CREDITS . a or 
ate 1962 d 
(preliminary ) ecrease(—) 
Deferred interest— 
United Kingdom Financial Agreement Act, 1946...... 44.2 44,2 
The St. Lawrence Seaway Authority.................0- 49.4 Sees P57, 
93.6 77.9 15.7 
Capitalized interest— 

Northern Canada Power Commission............+.20005 5 i lara | 0.4 
Agreements of sale of Crown assetS.............eeeeeeeeeeee 6.8 8.8 —2.0 
Crown Assets Disposal Corporation..............00.c0eeees 5.9 ae —1.3 

107.8 95.0 12.8 


There was no change during the year in deferred interest of $44 million on 
loans made under the United Kingdom Financial Agreement Act, 1946. This is 
a contra account to a corresponding item under “Loans to national govern- 
ments’. 

Deferred interest in respect of The St. Lawrence Seaway Authority, which is 
a contra account to a corresponding item in ‘‘Loans to, and investments in, Crown 
corporations”, increased by $16 million during the year to $49 million at March 
31, 1963 and included $19 million capitalized at March 31, 1959. In accordance 
with Order in Council P.C. 1961-1863 dated December 29, 1961, interest pay- 
able on December 31, 1961 by The St. Lawrence Seaway Authority, as well as 
interest payable on December 31, 1962, has been deferred until December 31, 
1963. On December 31, 1963 the total amount of interest so deferred, together 
with interest due on that date, will be computed as a single sum and is to be 
repaid in equal annual instalments calculated by amortizing the said sum, in- 
cluding interest at rates determined by the Minister of Finance, over a period of 
forty-six years. 

There was a small increase in the capitalized interest on loans made to 
Northern Canada Power Commission. Advances are made to the Commission 
for various projects in the Yukon Territory and Northwest Territories and 
advances are also made pursuant to the Atlantic Provinces Power Development 
Act to the Provinces of Nova Scotia and New Brunswick. Upon completion of a 
project accrued interest due is computed from, but not including, the date of 
each advance to the date of completion of the project and is set up as capitalized 
interest and added to the original amount of the advance to be repayable in 
thirty or forty (as the case may be) equal annual instalments. 

Balances receivable under agreements of sale of Crown assets are set up as 
contra accounts to corresponding items under “Other loans and investments’. 
Receipts of $2 million were in respect of outstanding recall = 

ment’s equity in the agency account of Crown Assets Disposa 
oa ee contra ae to a corresponding item under ‘“‘Other loans and 
investments”. This equity decreased by $1 million during the year. 


68993-5—10 
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Suspense accounts 
These consist of balances where some uncertainty as to disposition exists. 


TABLE 49 
(in millions of dollars) 


Balance at March 31 


Increase 
Suspense Accounts 1963 or 
(preliminary) 1962 decrease (—) 

En a em 8 6 uae fd 
Replacement of materiel, sec. 11, National Defence Act.... Weer 1.4 —0.2 
Untlgimed cheques cexceneretteietoveties: i ons dec ce 1.4 1.4 
2 ee See Oe em) em Tabs ARE Sy 4.8 2.5 2.3 

7.4 5.3 2-4 


The replacement of materiel account, established by section 11 of the 
National Defence Act, is credited with amounts realized from the sale of materiel 
that has not been declared surplus to requirements but has been authorized by 
the Governor in Council to be sold to other countries. The account is debited 
with disbursements representing amounts paid for the procurement of replace- 
ment materiel. The balance in the account at March 31, 1963 was $1 million, 
approximately the same as at the previous fiscal year-end. 


The unclaimed cheques account is credited with the amount of treasury 
cheques (except those drawn on asset and lability accounts) which remain un- 
delivered for certain specified periods subsequent to date of issue, pending claims 
therefor. 


Unmatured debt 


The unmatured debt of Canada at the close of the 1962-63 fiscal year 
amounted to $17,962 million, an increase of $1,016 million over the previous 
fiscal year-end total of $16,946 million. 


TABLE 50 
(in millions of dollars) 


a Be 


Balance at March 31 


Increase 
UnmaturepD Desr 1963 or 
(preliminary) 1962 decrease (—) 
PR ee te ts PPTs sedges 
Payable in Canada— 
Marketable bondai/!\wi.. isu uri, oft batuaay 10, 792.2 10, 812.8 —20.6 
Non-marketable bonds— 
Canada savings bonds........0s..4 20s. oe ee 4,582.2 4,055.2 527.0 
Unemployment Insurance Commission. Aone. 15 62.5 —51.0 
A 15, 885.9 14, 980.6 455.4 
SERIE DANA os = an nee cocs vg ees antes oh ee 2,165.0 1,885.0 280.0 
17, 550.9 16, 815.5 735.4 
Paveblein DondonOy JONI) Aarti, Boe 34.5 32.0 2.5 
Payable in New Yor @.i59200 “uiiOAmien fo took 376.4 98.2 278.2 
17, 961.8 16, 945.7 1,016.1 


© Marketable bonds. 
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The details of the various loan issues, maturities, redemptions, cancellations 
and conversions resulting in the net increase are described more fully in the 
section “The Public Debt’’. 


Unmatured debt obligations payable in London and in New York are 
stated in Canadian dollars converted at the rate of $3.027 for the pound sterling 
and $1.08108 for the U.S. dollar respectively. 


B. CHANGES IN PrincipaL ASSET CLASSIFICATIONS DURING 1962-63 


Total assets amounted to $11,421 million at March 31, 1968, an increase of 
$1,195 million during the fiscal year. As there was no change in the reserve of 
$546 million for losses on realization of assets, net assets were $10,875 million at 
the close of the fiscal year. 


The principal changes were increases of $943 million in advances to the 
exchange fund account, $480 million in loans to, and investments in, Crown corpo- 
rations, $209 million in deferred charges and $112 million in other loans and invest- 
ments, and decreases of $421 million in current assets and $129 million in loans to 
national governments. : 


TOTAL ASSETS 
Fiscal Years Ended March 31 
Billions of Dollars 


15 15 


CTHER ASSETS 


CASH AND OTHER CURRENT ASSETS 10 


OTHER LOANS AND INVESTMENTS 
LOANS TO CANADIAN NATIONAL RAILWAYS 


LOANS TO CENTRAL MORTGAGE 
) AND HOUSING CORPORATION 5 


ADVANCES TO EXCHANGE FUND ACCOUNT 


LOANS TO NATIONAL GOVERNMENTS 
AND INTERNATIONAL ORGANIZATIONS 


<> 
¢ S S 
Sieeenemonn oe Eiene ememeenones Reece 0 
1959 1960 1961 1962 1963* 


* Preliminary 


Current assets 
Total current assets amounted to $825 million at the end of the fiscal year 
1962-63, a decrease of $421 million from the 1961-62 total of $1,246 million. 


The main items responsible for the decrease of $421 million during the year 
were decreases of $403 million in cash in current and special deposits and $61 
million in the securities investment account and an increase of $30 million in 
departmental working capital advances and revolving funds (of which $13 


million was in the defence production revolving fund). 


68993-5—103 
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TABLE 51 
(in millions of dollars) 


Balance at March 31 


Ja ae Gi ee | Eierease 
CuRRENT ASSETS 1963 or 
(preliminary) 1962 decrease (—) 
Cash in current and special deposits®.............68....e0e0: 374.0 Wee —403.5 
Cash in hands of collectors and in transit.................--- 132.6 18 14.8 
Departmental working capital advances and revolving funds— 
Agricultural commodities stabilization account.......... 136.8 132.8 4.0 
Defence production revolving fund...................-.- 40.7 27.3 13.4 
Miscellaneous departmentalimprest and advance accounts 23.1 231 
OEDCE tocar ae ok ae re ee RCO eee 53.1 40.2 12.9 
258.7 2238.4 80.3 
Securities investment Accounts aes sete viele oes ese eee 33.5 94.6 —61.1 
Moneys received after March 31 but applicable to the current 
Ci) een Sree RE ee ene EM an arate Pees news nanan Stor 14.9 17.9 —3.0 
Post Office—cash on hand and in transit.................... 16.0 14.8 1.2 
824.7 1, 246.0 —421.3 


© Receiver General year-end balances in London, New York, Paris and Bonn are at the Canadian 
dollar equivalent of exchange rates at March 31. 


Advances to the exchange fund account 


Advances during the year to the exchange fund account to finance the 
purchase of gold and foreign exchange amounted to $1,991 million, and repay- 
ments were $1,048 million increasing outstanding advances to $2,736 million 
at March 31, 1963. During 1961-62 advances were $397 million, repayments 
were $628 million and outstanding advances were $1,793 million at March 31, 
1962. 


Sinking fund and other investments held for retirement of unmatured 
debt 


The balance of $22 million in this category at March 31, 1963 was approxi- 
mately $3 million more than at the end of the previous fiscal year. 


It should be noted that the purchase fund account which was established 
to assist in the orderly retirement of the public debt showed a nil balance at 
March 31, 1963. During the year government securities totalling $113 million 
were purchased and subsequently cancelled before the fiscal year-end. Full 
particulars of the securities purchased and cancelled may be found in section 6 
“The Public Debt’’ further on in this report. 


TABLE 52 
(in millions of dollars) 
ee eee 
Balance at March 31 


StmnkInG Funp anp OtHerR INVESTMENTS ieosy 
HeLtD FoR RetrrEMENT oF UNMA ED B 
U us Dest 1963 1962 decrease (—) 
(preliminary ) 


Sinking fund invested in— 


Newfoundland guaranteed stock, 1933-63, 3 per cent..... 16.6 12.8 3.8 
United Kingdom conversion stock, 1963, 43 per cent..... 3.9 5.3 —1.4 
20.6 18.1 2.4 

Other investments— 
Newfoundland guaranteed stock, 1933-63, 3 per cent..... 1.5 1.3 0.2 
22.0 19.4 2.6 


Nore: Converted at the official parity rate of £1 = $3.027 Canadian. 
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Loans to, and investments in, Crown corporations 


An increase of $480 million in these loans and investments during 1962-63 
brought the balance at March 31, 1963 to $4,465 million. 


TABLE 53 
(in millions of dollars) 


Balance at March 31 


Increase 
LoANS TO, AND INVESTMENTS IN, CROWN CoRPORATIONS or 
1963 decrease (— 
(preliminary) 1962 i 
Atomic. nergy of Canada: lWimitedins cos. c.te8...ccsteaees 63:9 65.8 —12.5 
ankeois@anadamercn cm. kAeey. FAM aati © SA RIT Lo rs 5.9 5.9 
CangaiancArsenais Limited: 4 fc. c le teas sok GA eee Sa SG 7.5 ots 
Canadian Broadcasting. Corporation.............s3s.seceeee0% 3.0 3.0 
Canadian Commercial Corporation.................0.cee08 9.5 10.0 —0.5 
CanadianINiationaleRallWwayssca. +g. cke «cack > cscces ciyelees on 1,434.7 1,160.0 274.7 
Morans= GAN AG a Agree binesie acs cite gra iacs cbse Rie etelois tole shotatode ts 4.6 5.0 —0.4 
1,489.3 1,165.0 274.8 
Canadian National (West Indies) Steamships Limited...... 0.3 0.9 —0.6 
Canadian Overseas Telecommunication Corporation......... 50.2 37.9 12.3 
Central Mortgage and Housing Corporation................ 1,797.5 1,701.0 96.5 
Eldorado Mining and Refining Limited..................... 8.2 8.2 
Export Credits Insurance Corporation..................s000- 3050 15.3 20.0 
amie recip @OLPOraclOl ame a. nee eels eroralate o.oyo%e, ests aus wicca 269.0 210.0 59.0 
INationali@apipal Commission... sacs. caeh ween dee en 40.9 Sleo 9.4 
National lar bOUursMeOaTds. > a,.acte cons « seisas settee er ane t 192.7 178.8 13.9 
Northern Canada Power Commission..................e000- 19.0 26.2 —7.2 
Northern Ontario Pipe Line Crown Corporation............. 111.5 119.0 —7.5 
PolvinensCorporatronelsinnibedd ser pvee.s eyske« o)<foleistatetalotatetatviole tate 30.0 30.0 
The St. Lawrence Seaway Authority— 
NGOAUS SPT CTSEE CARI SCO TR oe & sesh 4 avarayleranoteralelayaray’ 341.5 334.5 7.0 
MVCPETTECMULCHOSO? he tee tania s Oe tl atuns) clofsterenaealsvecialolercteiane 49,4 Sond 15.7 
890.9 868.2 22.7 
Other Grown orporatiOus san. ccle a4 ceaseless «pitielele clei elcisl evel wars Let 1s 
4,465.1 3,985.3 479.8 


Canadian National Railways (including Trans-Canada Atr Lines) 

Advances to the Canadian National Railways amounted to $1,439 million 
as at March 31, 1963, an increase of $274 million over the previous fiscal year- 
end balance of $1,165 million. 


TABLE 54 


(in millions of dollars) 
ee nn Ee 
Balance at March 31 


Increase 
RaILways or 
ADVANCES TO THE CANADIAN NATIONAL a fs ions 
(preliminary) 
plan eenet her tens Jane nn ee SS SS 
Capital Revision Act, 1952— 
Preferred stock...... BROS. Ake SIS Bi LGE Mere ses READE alt Me ita eM; 18.9 
Twenty-year obligation..........-:s+ssseerererecrtetees ia oe Ki 
Financing and Guarantee Acts........--+++seereescresrrrets A oe ee SiG 
Refunding Act, 1955....... by nO ils pital. a7 keb Sagldehett ee cae a E 
Canadian Government Railways...... Mee err aa Le ay 
Trans-Canada Air Lines—income deficits.......+-++++++++++ 2 ' . 
1,439.3 1,165.0 274.3 


ee ee ee eee eeOkeEee 
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During the fiscal year ended March 31, 1963 the government made avail- 
able to the Canadian National Railways $322 million and received repayments 
of $48 million. The amount of advances to the company outstanding at March 
31, 1963 was therefore increased by $274 million. 


TABLE 55 
(in millions of dollars) 


Fiscal year ending March 31 


ADVANCES TO, AND REPAYMENTS BY, THE CANADIAN Tnarenae 
NATIONAL RAILWAYS DURING THE F'iscaL YEAR 1962-63 1963 es decrease (—) 
(preliminary) 
Advances— 
Bor the refundinevotdebtr.aasseeeees ates onis accretion 250.0 AG 212.9 
Por capital expengivures. 2: -o- Menu ieie eidten eee een 5.8 27.6 —21.8 
Horpurchaseiundiy.cc 40. me wen anne cones cnne tee 2.9 —2.9 
For interim financing of income deficits— 
Canadian National Waillways.se.. hee cise ocekee 41.3 63.8 —22.5 
iTpans-CanadavAir lines:.@ eee... radia Se Vanek ok 5.9 UBP —1.3 
Total acbyances: tenses ok serine Soe ee 303.0 138.6 164.4 
Purchase of 4 per cent preferred stock (C.N.R. Capital 
Revision: Act, /1952)).|c..7 sep mein: eee ment as are ELES 18.9 21.4 —2.5 
821.9 160.0 161.9 
Repayments— 
Advances for capital and refunding purposes............. —14.8 14.8 
Advances for interim financing of income deficits— 
Canadian National Railways..............sceeeeeee —41.3 —65.8 24.5 
Trans-<CanadarAir Lines. en. «cack a comarcho on. —6.3 —7.0 0.7 
p78 —87.6 40.0 
Net increase during the fiscal year...............ccccccvecce 274.3 72.4 201.9 


In 1962-63 the government advanced to the company $250 million for the 
retirement of debt in the hands of the public and $6 million for capital purposes. 


In addition, to assist the Canadian National Railways to finance further 
capital expenditure during the year, the government purchased $19 million of 
4 per cent preferred stock of the company. This stock is issued under the authority 
of the Canadian National Railways Capital Revision Act, 1952, in an amount 
equal to 3 per cent of the gross revenue of the company. 


The government also provided the company with temporary loans of $41 
million in respect of its 1962 income deficit. It should be noted that the 1962 
income deficit of the Canadian National Railways was $49 million (of which 
$41 million was covered by temporary loans and $8 million paid from company 
funds) and on parliamentary authority will be charged to 1962-63 budgetary 
expenditures. 


At March 31, 1962 temporary loans of $5 million were outstanding to the 
Trans-Canada Air Lines in respect of its 1962 income deficit. During 1962-63 
further advances of $1 million were made bringing the total advances for this 
purpose to $6 million. Of these advances $3 million was repaid by the Air Lines 
and the balance of $3 million representing the 1962 income deficit will be charged 
to 1962-63 budgetary expenditures upon parliamentary approval. The govern- 
ment also advanced $5 million on account of the Air Lines 1963 income deficit 
which was outstanding at March 31, 1963. 


143 


Central Mortgage and Housing Corporation 


Loans during the fiscal year were $249 million of which $198 million was 
for direct lending and limited dividend housing and $51 million for federal- 
provincial projects. Repayments were $153 million, of which $141 million was 
in respect of direct lending, $8 million in respect of federal-provincial projects 
and $4 million in respect of housing. The balance at March 31, 1963 was $1,798 
million compared with $1,701 million at March 31, 1962. 


TABLE 56 
(in millions of dollars) 


Fiscal year ended March 31 


ADVANCES TO, AND REPAYMENTS BY, CENTRAL ppp 


MortGaGre AND Hovusina CoRPORATION 1963 decrease (=) 


(preliminary) 
Advances— 
Direct lending and limited dividend housing............ 198.2 —25.6 
Federal-provincial projects— 
IPT OUSINe Re. See Na ae cys se iide pe «cctase eek atume ci aesees 10.0 0.5 
Municipal sewage treatment.............e0ee eee eeee 26.5 21.0 
University NoUsingesiey. feiss sees ee hae sae as eer ee 14.5 11.0 
61.0 82.6 
249.2 6.9 
Repay ments— ; 
Direct lending and limited dividend housing............ —140.5 —94,1 
Federal-provincial projects— 
IBCs s SARe as do Nba obone deb on bun oowEaneedagends —5.8 —2.8 
Municipal sewage treatment............+-eseeeeeees 2.0 —2.0 
University housings...... 20. ccarssncescessnceess S ; es yt) 
ELOUSIN Dalene ic cisic eeleleicicrs ors <isloleinte lola (> es sicicga nie ois Tele are —4.4 —1.8 
ee: —100.7 
96.5 —93.8 


4) Less than $50,000. 


Farm Credit Corporation 

Loans to the Farm Credit Corporation amounted to $60 million and invest- 
ments in the capital of the corporation to $2 million during the year. Repayments 
of $3 million brought the balance at March 31, 1963 to $269 million, $59 million 


more than at the previous fiscal year-end. 


The St. Lawrence Seaway Authority hs . 

Advances to The St. Lawrence Seaway Authority were $7 million during 
the year resulting in a balance of $342 million at March 31, 1963. Deferred 
interest on these loans increased by $16 million during the year to $49 million 
and included $19 million capitalized as at March 31, 1959. 


er in Council P.C. 1961-1863 dated December 29, 
1961, interest of $14 million payable on December 31, 1961 by The St. Lawrence 
Seaway Authority, as well as interest payable on December 31, 1962, has been 
deferred until December 31, 1963. On December 31, 1963 the total amount so 
deferred, together with the interest due on that date, will be computed as a 


In accordance with Ord 
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single sum and is to be repaid in equal annual instalments calculated by amortiz- 
ing the said sum, including interest at rates determined by the Minister of 
Finance, over a period of forty-six years. This single sum and the principal sum 
of the loans made to the Authority now outstanding, together with the deferred 
interest capitalized as at December 31, 1959, shall be repaid in equal annual 
instalments commencing December 31, 1964 over a period of forty-six years 
except that on December 31, 1984 the balance of the said single sum and interest 
thereon then owing and the principal sum, together with deferred interest and 
any unpaid interest thereon, shall be paid in cash or by the delivery of an obli- 
gation or obligations of the Authority bearing such rate of interest and subject 
to such other terms and conditions as the Governor in Council may approve. 


Other Crown Corporations 

Loans to the Export Credits Insurance Corporation increased by $20 
million during the fiscal year, loans to the National Harbours Board by $14 
million, loans to the Canadian Overseas Telecommunication Corporation by 
$12 million and loans to the National Capital Commission by $9 million. Loans 
to the Northern Ontario Pipe Line Crown Corporation decreased by $8 million, 
advances to Northern Canada Power Commission decreased by $7 million 
and advances to Atomic Energy of Canada Limited decreased by $13 million. 


Loans to national governments 


These loans totalled $1,211 million at March 31, 1963, a decrease of $129 
million from the previous fiscal year-end balance. 


TABLE 57 
(in millions of dollars) 
oe oS 


Balance at March 31 


Increase 
Loans to Natrona, GoveRNMENTS or 
(preliminary) 1962 decrease (—) 
ee ee ee rer hp ee eae “y 
Loans to United Kingdom— 
The United Kingdom Financial Agreement Act, 1946.... 1,012.9 1,030.3 —17.4 
Delerred daterest../5)..3.0 15 Gd. Ts a Hee 44.2 44.2 
1,057.1 1,074.6 —17.4 
Loans under the Export Credits Insurance Act, Part II— 

CARIUTILE Sh... aeeystt pratys ble ees SURE BS he ei a 32:3 34.6 —2.3 
PEHBCG, 2), os as incase esecae, aaeteein te ee ee 67.0 133.9 —66.9 
The Netherlandsits.i i. os vsuaceedan< oae eee ee 32.1 68.8 —36.7 

181.4 237.8 —105.9 
Special loans to Colombo plan countries to finance the purchase 
of wheat and flour from Canada— 
Ceylon sais goa cie hata ae EACE hens yey, Le oe Saye o Ge. 1.4 Lee —0.3 
SHAEN. SIU AC. oe. SAG. EOL ee he 20.0 24.8 —4.8 
21.4 26.6 —5.1 
Miscellaneous loans and advances— 
France—interim credit—consolidated interest........... 0.6 ahr —0.7 
EDGE Sorc iv iste s oe dec eee ete en eee a 0.2 0.2 
0.8 1.56 —0.7 
1 21027, 1,339.8 —129.1 
pe eee Seer, ee eee ee Aer Se 


The United Kingdom repaid $17 million of the $1,185 million loan made 
under the $1,250 million credit authorized by the United Kingdom Financial 
Agreement Act, 1946, reducing the principal to $1,013 million at March 31, 1963. 
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In 1957, the Government of the United Kingdom deferred the payment due 
December 31, 1957 of principal and interest on the above loan. The deferment was 
by an agreement between the Governments of Canada and the United Kingdom 
that was approved by a 1957 Act to amend the United Kingdom Financial 
Agreement Act, 1946. The agreement, which became effective April 29, 1957, 
permits the United Kingdom in lieu of any right of waiver hitherto existing to 
defer after December 31, 1956 seven instalments of principal and interest under 
certain conditions. Principal and interest due December 31, 1957 was so deferred. 
The first of any such deferred instalments is payable on December 31, 2001, and 
the others annually thereafter, in order. In addition, it permitted the instalment 
of interest in respect of the year 1956 to be deferred and provided that this in- 
stalment of interest so deferred shall be paid on December 31 of the year immediate- 
ly following the year in which the last of all other instalments, including those 
deferred, is due. Interest at 2 per centis payable on deferred instalments of both 
principal and interest. 


Advances under Part II of the Export Credits Insurance Act to Belgium, 
France and The Netherlands to assist them in the purchasing of goods in Canada 
were reduced by repayments of $106 million during the fiscal year. The balance 
at March 31, 1963 was $131 million. In June 1962, France made an advance pay- 
ment of $67 million covering eight annual instalments payable December 31, 1962 
to December 31, 1969 inclusive and The Netherlands made a payment of $37 mil- 
lion in July 1962 covering eight instalments payable April 30, 1963 to April 30, 
1970 inclusive. 


Special loans to Colombo plan countries to finance the purchase of wheat and 
flour by them from Canada amounted to $21 million at March 31, 1963, 
$5 million less than at March 31, 1962. 


Other loans and investments 
The balance in this category was $1,105 million at March 31, 1963, an in- 
crease of $111 million during the fiscal year 1962-63. 


Canada’s subscriptions to the capital of international organizations in- 
creased by $34 million during the fiscal year due to further subscriptions of $8 
million to the international development association, $7 million to the internation- 
al bank for reconstruction and development and $6 million in working capital 
advances and loans to international organizations. The revaluation adjustments 
in the Canadian dollar balance in the international monetary fund accounted for 


an increase of $13 million. 


Loans to provincial governments increased by $2 million during the fiscal 
year. This was caused by an overpayment of $5 million to the Province of British 
Columbia under the 1957 tax-sharing agreements due to the revisions of popu- 
lation figures as a result of the 1961 census. Repayment will be made by the Prov- 
ince of British Columbia at the rate of $175,000 per month, 


- inci tion agreements, 
As at March 31, 1963, under the federal provincial tax collec 

payments in advance to the provinces exceeded the amount estimated as having 
been collected on behalf of the provinces by $10 million. As at March 31, 1962 
the federal government had collected on behalf of the provinces $38 million 


which was recorded in that fiscal year as a liability in the deposit and trust 


category. 
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TABLE 58 
(in millions of dollars) 


Balance at March 31 


Increase 
OTHER LOANS AND INVESTMENTS 963 or 
(oreliminary? 1962 decrease (—) 
Subscriptions to capital of, working capital advances and 
loans to, international organizations— 
Canada’s subscription to capital of— 
International bank for reconstruction and develop- 

DULG IEG scralsdevctarsrerals stotecut of oo PRC sl cee eR area 80.5 TEE 6.8 
International development association............... 24.9 16.4 8.5 
International finance corporation................+ee% Seo) Bieta 
International monetary 1unG..c-. a: epee use 577.3 564.7 12.6 

Working capital advances and loans to international or- 
ANITA LIONS. donate Men mice hire oleae tei re cree: Clee) 1.6 6.2 
694.0 669.9 84.1 
Loans to provincial governments— 
EASTIDET GA SBee cP tat sc eet te ete Bc OT ie aT ae een Ue? 7.6 —0.4 
Brittshy Columbia Avie jeccsap ea eee she canes 18.4 14.7 3.7 
Manitobatec..ccincamemte note ate Ce me ar ee ee 12.4 13.0 —0.6 
New. Bronswichs cee Sere an LISS eee a Ss oer 31.1 28.9 2.2 
INewioundland. o5 oo. erst. c0 ccd iby aaron Rina Mee COE 0.5 0.5 
NOV & SCOLIA 8.05 bes S807 ore ee Oe Ete (ee 8.0 —0.7 
Saskatchewan Yeu 2 sare crass ee cco tllslae betes ce 23.1 25.7 —2.6 
100.0 97.9 2.1 
Provincial tax collection agreements account—advances..... 10.3 10.3 
Veterans: Land Act advances. .tcsccur ade spicenettene watts . 224.4 208.0 16.4 
Less reserve for conditional benefits—Veterans Land Act, 1942 —28.8 —30.6 1.8 
198.6 177.4 18.2 
Miscellaneous— 
ssisted passage scheme (section 69, Immigration Act, 
. MESO Rete oar SO EOE EEO, GAB ons oo 2.6 —0.4 
Balances receivable under agreements of sale of Crown 
ESB CUG Sl cevre Meh es tora ex ts desta apa (01 Bob RMES winnie eGR ee 8.3 10.6 —2.3 
City of Montreal— 
Atwater Gunnell, « sasie tvs calc icredis vrei stones ce 2.0 2.0 
Sto Rem? tunnel. ints ce ee ee ee ee fe1 1.2 —0.1 
Construction of dock and rail facilities for Steep Rock 
tron Minesulitmited eee emer mt mite 1.5 Weve —0.2 
Crown Assets Disposal Corporation—government equity 
In- Ap eney ACCOUNT Sacco eee eee 5.9 7.2 -1.3 
Dominion Coal Company Limited........2.:).00)...66. 5.9 5.7 0.2 
Hamilton Harbour Commissioners...........s+eceeceee 1.2 1.2 
Housing projects for Canadian forces............--0e0005 12.6 6.4 6.2 
Land development of the Cornwall Navigation System iw é avs 
Municipal Improvements Assistance Act, 1988........... 1.3 1.5 —0.2 
New Westminster Harbour Commission................ 2.2 200 —0.1 
Norfhwest fl erritoriess=. 25.4405 02s. sn. see, ee, 2.5 1.3 1.2 
Old age security fund—temporary loans................. 41.0 41.0 
Town of Oromocto, New Brunswick............-.sc000- 3.9 4.0 —0.1 
Town of Oromocto Development Corporation........... 1.2 132 
PLUK ON LOrnitOlVEe acre Sepia CA es ees 5.5 2.7 2.8 
OUNOD... tercct ee cradcman canteen cet eee Ee afta) 5.4 OF 
105.5 58.7 46.8 
1,105.4 993.9 111.5 


Under the 1957 tax-sharing agreements, the obligation on the renting 
provinces to abstain from the imposition of personal and corporation income taxes 
was to lapse on December 31, 1961. As the Government of Canada did not offer 
to renew tax rental agreements, the former renting provinces have all imposed 
personal and corporation income taxes effective January 1, 1962. The Govern- 
ment of Canada, in place of the tax rental agreements, offered to enter into tax 
collection agreements with the provinces whereby Canada would undertake to 
collect without charge the provincial personal and corporation income taxes at 
rates determined by the provinces provided that the provincial personal income 
tax was expressed as a percentage of the federal personal income tax payable and 
the provincial corporation income tax employed a definition of corporate taxable 
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income identical with the federal definition. To make room for the imposition of 
provincial income taxes, the Income Tax Act was amended in the 1961 session of 
Parliament (1) to reduce the federal income tax payable by individuals resident 
in the provinces by 16 per cent in 1962 and by a further one per cent in each 
subsequent year until the deduction amounts to 20 percent in 1966, and (2) to 
reduce the federal tax rate on the taxable income of corporations earned in the 
provinces by 9 percentage points. Canada collects the personal income tax for 
nine provinces (Quebec excepted) and the corporation income tax for eight 
provinces (Quebec and Ontario excepted). With the exception of Saskatchewan 
and Manitoba, the provinces which have entered into tax collection agreements 
have imposed personal and corporation income taxes equivalent to the federal 
withdrawal. These two provinces have imposed personal income taxes at 22 per 
cent rather than 16 per cent of the federal tax payable and 10 per cent rather 
than 9 per cent of the taxable income of corporations. 


In accordance with the provisions of the Federal-Provincial Fiscal Arrange- 
ments Act an agreement has been entered into with each of the provinces (Quebec 
excepted) pursuant to which Canada will collect provincial income taxes on 
behalf of the province and will make payments to the province in respect of the 
taxes so collected in accordance with terms and conditions as the agreement 
prescribes. 


At the beginning of each fiscal year the Minister of Finance will estimate 
(subject to revision at any time) the amount of the payment that in his opinion 
is due to the province in respect of the year ending in that fiscal year and will 
make payments to the province, on the basis of this estimate, in equal monthly 
instalments. Any adjustment will be made not later than December 31 following 
the end of that year. 


The agreements became effective on January 1, 1962 and the first monthly 
payment was made in April 1962. 


Under the Veterans Land Act advances are made by the government for 
the acquisition of properties, buildings, materials, livestock, farm equipment and 
commercial fishing equipment for sale to qualified veterans of world war 2 and 
Korea under sale agreements which carry specified conditional benefits if the 
terms of such agreements are adhered to by the veteran. Advances during the 
year less the reserve for conditional benefits increased by $18 million. 


Miscellaneous loans and investments were $47 million higher at March 31, 
1963, mainly on account of temporary loans of $41 million to the old age security 
fund by the Minister of Finance. 


Securities held in trust f 

This category records the security holdings of various deposit and trust, 
and annuity, aac and pension accounts. Bonds and certified cheques held 
in connection with contractors’ securities, included in the deposit and trust 
category, are also recorded under this heading. The balance at March 31, 1963 
was $26 million, approximately the same as for the previous fiscal year. 


Deferred charges ee ee ce tBh 

This category consists of the unamortized portions ol actuarial denciencies 
in the Canadas Fads superannuation account, the public service superannuation 
account, the Royal Canadian Mounted Police superannuation account, and the 
outstanding balance of unamortized loan flotation costs. There was an increase 
of $209 million in this category during the year, bringing the balance at March 


31, 1963 to $937 million. 
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Unamortized portions of actuarial deficiencies 

These accounts record the unamortized portions of the actuarial deficiencies 
in the public service, the Canadian forces, and the Royal Canadian Mounted 
Police superannuation accounts which have been set up as deferred charges to 
be written off to budgetary expenditure upon parliamentary approval. These 
deficiencies are based on actuarial valuations made as at December 31, 1957, 
December 31, 1960 and December 31, i961, respectively. 


The increase of $199 million in the unamortized portion of the actuarial 
deficiency in the Canadian forces superannuation account is a contra item to a 
similar amount credited to the Canadian forces superannuation account. This 
was due to an actuarial revaluation of the account as at December 31, 1960 and 
brought the balance of the contra account to $525 million. 


Unamortized loan flotation costs 

This account records the residual balances of discounts, commissions, 
redemption bonuses and conversion premiums on loan flotations that have not 
been charged to budgetary expenditure. The balance as at March 31, 1963 was 
$131 million, an increase of $10 million over the previous fiscal year. 


TABLE 59 
(in millions of dollars) 
SS 5 


Fiscal year ended March 31 
Unamortizep Loan Froration Costs 


(preliminary) 1962 


a 


Balance of account at beginning of fiscal Vi CAT oi, stew ie ele et Ge 121.3 130.7 
New flotation costs to be amortized— 


Sue WC leAeis WB) a 68) ai ei6 hv. OT ewe). S18) b 66 (816,061 6) 
© SSE OS USh eee “olor aia el ele. e Sieve sin) aele <1eiw eieun, 
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O10 9 0 00 8 RH e Ose 2 © wee 86s & m0 8 6 mew wo Ohe 


WCASURORDANAWROS 


Atiydatrnenta,.. 200) er oh ey ee, Ee al —0.9 —0.7 


j 45.7 
Neha cheaters (seferss acters cate vionafehr asd ote 10.3 —9.4 
Balance of account at end of fiscal Wear sti ctia dns eaters. BEA 131.6 121.3 


See a epee ted {se 
nh A a es el oe a en! od) pees wth By 
Loan issued in New York. 


“) Adjustments due to cancellations, exchanges, conversions and additional issues of existing loans. 
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Cost of new loans issued during 1962-63 and charged to the account was 
$54 million, of which $15 million was in respect of treasury bill discounts to be 
charged to interest on public debt in 1963-64. Credits to the account were $44 
million, of which $33 million was a charge to the budgetary expenditure item 
“Annual amortization costs”, and $10 million, representing discount on treasury 
bills sold in 1961-62, was a charge to the budgetary item “Interest on public 
debt”’, and $1 million was an adjustment due to cancellations, exchanges, con- 
versions and additional issues of existing loans. 


Suspense accounts 

_ The only item in this category is the cheque adjustment suspense account 
which reflects unadjusted balances in prior years resulting from the reconcilia- 
tion of payments for redemption of paid cheques with the amount of those cheques 
as subsequently determined in adjustment of the outstanding cheque account. 


Capital assets 

Assets of the government such as land, buildings, works and equipment, 
etc., that are charged to budgetary expenditure at the time of acquisition or 
construction, are included in this category and are shown on the statement of 
assets and liabilities at a nominal value of $1. 


Inactive loans and investments 

Loans and investments which are not currently revenue-producing or real- 
izable are recorded in this category. Included are the loans of $49 million to 
China under the Export Credits Insurance Act, $24 million and $7 million made 
to Roumania and Greece in 1919-20 and 1920-21 and advances of $15 million 
in respect of the implementation of guarantees (Ming Sung Industrial Company 
Limited). 


Reserve for losses on realization of assets 
There was no change in this reserve during the year, the balance of $546 
million as at March 31, 1963 being the same as at the previous fiscal year-end. 


C. INCREASE IN Net DrEstT 


The deficit of $709 million for the current fiscal year resulted in a corre- 
sponding increase in the net debt of Canada which amounted to $13,937 million 
at March 31, 1963. 


5. THE CASH POSITION 


The government’s cash position is affected not only by the budgetary 
transactions but also by changes in the government’s outstanding unmatured 
debt and other non-budgetary transactions. In 1962-63 there was a decrease of 
$403 million in the government’s bank balances. This decrease was the result of 
the budgetary deficit of $709 million and net disbursements of $758 million for 
non-budgetary transactions offset in part by an increase of $1,064 million in 
unmatured debt outstanding in the hands of the public (after taking into account 
transactions in the securities investment account and the sinking fund and other 
investments account). ; 

Non-budgetary receipts and disbursements relate to transactions which 
result in increases or decreases in the government’s assets and liabilities and do 
not appear in what might be called the government’s income account for the 
fiscal year nor do they enter into the calculation of the annual budgetary surplus 
or deficit. However, in considering the full scope of the government s financial 
operations and in measuring their effect on the government’s cash position and 
their impact on the economy, non-budgetary as well as budgetary transactions 
must be taken into account. 
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The increases or decreases in the government’s assets and liabilities have 
been described in detail in the section entitled “Summary of Assets and Liabilities 
of Canada’’. On the assets side the non-budgetary transactions consist, for the 
most part, of loans and advances to, and repayments by, Crown corporations 
and other government agencies and funds (including the old age security fund), 
national, provincial and municipal governments, international organizations, 
veterans and other borrowers. On the liabilities side they relate mainly to receipts 
and payments in connection with the many deposit and trust accounts, and 
annuity, insurance and pension funds held or administered by the government. 


TABLE 60 
(in millions of dollars) 


Fiscal year ended March 31 
CHANGES IN CasH PosrtTrIon 


1963 
(preliminary) 1962 
Budgetary transactions— 
FROVENUCSE: c.saieree oe ER oR On oie) ote Ge ee ee 5,876.1 5,729.6 
Fixpenditures’, sic sinc te aeaanec Gviaie oan Soe Oe ee ee —6, 585.1 —6,520.6 
Budgetary detieltma cin coke cera clone ia en —709.0 —7$1.0 
Non-budgetary transactions (excluding unmatured debt trans- 
actions) (net)— 
IRGGCerpes ANG were Cite 5 oc cxicn-his + acidic near nae ITA ae es 1,139.9 461.1 
Disbursements and charges 0s... See eee nc ee —1,898.4 —147.7 
Net amount received from or disbursed for (—) non-budgetary 
transactions (excluding unmatured debt transactions).... — 7158.5 313.4 


Overall cash requirement to be financed by increase in debt 
or decrease in cash balances............................ —1,467.5 —477.6 


DOMCUS etna atees22 crane. noha tins stn aceeae eee MEP Tee a eT ere 736.1 927.8 
LYeasury. bills uate, 2 B.A, OS eRe, Od: Or 280.0 —50.0 
Pecunities mivestment, ACCOUNL se 6. eum oes ane yids aennen 50.5 (19.1 
Sinking fund and other investments............0.0eceeeeeees —2.6 —2.4 
1,064.0 894.5 
Net increase or decrease (—) in Receiver General bank balances —403.5 416.9 


© Excluding securities other than government issues. 


The preceding table summarizes both the budgetary and non-budgetary 
transactions for 1962-63 and indicates how they affected the government’s cash 
position. For purposes of comparison the corresponding figures for 1961-62 are 
also shown. 


As the table shows, non-budgetary receipts and credits for 1962-63 (excluding 
unmatured debt transactions) totalled $1,140 million while non-budgetary dis- 
bursements and charges (also excluding unmatured debt transactions) were 
$1,898 million, resulting in a net disbursement of $758 million. As the budgetary 
deficit was $709 million, $1,467 million required financing by an increase in 
unmatured debt or a decrease in cash balances. In 1961-62 there was a net 
receipt of $313 million from non-budgetary transactions and a budgetary deficit 
of $791 million resulting in $478 million having to be financed by an increase in 
unmatured debt or a decrease in cash balances. 


Non-budgetary receipts and credits 


Non-budgetary receipts and credits, as already indicated, amounted to 
$1,140 million in 1962-63 as shown in the following table: 


eer 
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TABLE 61 


(in millions of dollars) 
6u0ua_eqe§q0u3Rak$+6———waaanmaamanmam9@amaqa»3»aa3a3a3aaa39SS 
Fiscal year ended March 31 


NoN-BUDGETARY RecrIPts AND CREDITS 


(preliminary) 1962 
ase a a ae re ipa A be ee sy S| Oe eae ee oe 
Repayments of loans, investments and working capital advances (net )— 
APriculbural products pOarG BCCOUNG,...0...5.0+.-.eecs ss sees sns 4.9 
mtomicnnergy.of (Canada Limited... +... sae. s nie. Sere 12.5 —4.9 
Cxnanian Commercial Corporation... ..s..css...6.s.sscc.sesn cae 0.5 —3.0 
Northern Canada Power Commission...........s.cecceeveeeccvces 7.2 0.3 
Northern Ontario Pipe Line Crown Corporation................0. fest) 4.7 
pimivcd i ingdony (1046 loamy). iy. ..5..«clesis's salopoutoe aecunsw ostans cies 17.4 iia 
Special loans to India and Ceylon (Re purchase of wheat from 
PUBLACE ED) Vearrcioceterage Moat tole pise care meme teen ae nae a teeter iste 5.1 5.0 
Other national governments (Export Credits Insurance Act)........ 105.9 15.3 
Unemployment msurance finds ).ce te ete ee 67.0 
OCH eT enare Merete st Riatert eat AEE ee See eee 6.2 8.4 
162.3 114.8 
Net government annuities account receipts— 
Premium receipts less payments to beneficiaries................... —20.9 —9.8 
ENIGeKEso DAG. DY COVERMINEN as 5a cktantstekee cose tee e nen 47.3 46.0 
26.4 36.2 
Net insurance and pension accounts receipts— 
Employee contributions less payments to beneficiaries............. 38.4 32.5 
Goverimenhicontributtonsis Mia kee on tt, Neon a ee nie Saree ee 114.7 108.3 
Actuarial deficiency in the Canadian forces superannuation account.| 198.5 
Actuarial deficiency in the Royal Canadian Mounted Police super- 
MUA ION ACCOUNT secre net even sie srelveiae te micas canbe nine aye 3.5 
nterest=palauo yy CO VErDINen te santas co ne che cckte tee cei eemen feat ee 122.5 111.4 
OLAS SOCUETE VES UNG sae Pepe hts crleve eters ales: cel oust sveros sue istnsioralebeverayatesraaaiees —1.6 1.6 
472.5 257.3 
Net increase in current and demand liabilities— 
Optstandingreasury Chequestec:: ccc tecs seve ea etree nsewein spar voila 1G!) 13.9 
nteresmaue and OULSTADOINGt so: Mate Hace nce Nene cm necro da taisieiss week 6.8 fell 
INGYETH IKE ly TOUR es) Ricca en ening Ais (baraive dapat rertric ol aac earenn om tiene DCS ote 26.0 20.6 
Non-interest-bearing notes payable to the international development 
PISSOC LAG IOU sere e eee oon ea ee ene cote eiaeutansysun aetstecs 5.3 7.4 
Non-interest-bearing notes payable to the international monetary 
FINO les IRA A kis UN ita ntti et ia eh Gracie rLbris SIRI Nits ech 380.0 —19.0 
(OPH, Apes MRR tae acts Peete eat Net ae oe aera ON ar ime ipstc ee 4 3.0 Fass 
423.0 37.3 
Net increase in sundry liabilities— 
Deposit and trust accounts—miscellaneous.........-.+++eee eee ee nee 4.9 1.2 
Undisbursed balances of appropriations— 
Golomibo plantund sce ckt sae cra: cercis clo encle ays vioinio interes a locos 14.1 10.1 
National Capital Commission..............cscceeee cece eeee eee 4.5 0.8 
Deferred credits— : 
The St. Lawrence Seaway Authority— 
Deferred interest........... Diaiag YN 9 tcp Nia ces a any alae eR L5ae 14.3 
Northern Canada Power Commission— 
Gapitalized interest: s.tcsctis «ce aeiseleecs alee aia she « Metslotns nicuahens 8 ‘i : 
Suspense accounts........-...sscecsereeeerss &e9 O74 
Net decrease in sundry asset accounts 3.0 3.9 


Moneys received after March 31 but applicable to the current year. 
Securities investment account—Canadian Arsenals Limited pension 
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Non-budgetary disbursements and charges 


Non-budgetary disbursements and charges totalled $1,898 million in 1962-63 
as shown in the following table: 


TABLE 62 
(in millions of dollars) 


Fiscal year ended March 31 


NoN-BUDGETARY DISBURSEMENTS AND CHARGES 


(preliminary) 1962 


Loans, investments and working capital advances (net)— 


Agricultural commodities stabilization account.................... 4.0 
Canadian National Railways (including Trans-Canada Air Lines)..| 274.3 
Canadian Overseas Telecommunication Corporation............... 1883 
Central Mortgage and Housing Corporation............cecceeeceee. 96.5 
Defenco production re volvingst inde reeeen nn een 13.4 
Hixchangemundac count a ees ay aan arena ere eae nema 943.0 
Export Credits Insurance Act (Sec. 21A)......2.0ccccccececeececces 20.0 
Harm: Credin Corporation ee perk pee ae eee ne ee ee, 59.0 
Housingsprojects for’ Canadian forces.. 95.45.00.) 6.2 
International organizations (subscriptions to capital)............... 34.1 
National Capital ommissions een teen eet et 9.4 
National elagbouns) Board een ee eG eee 13.9 
Olakagersecumity:fundsin.n.ce er an eee eee ae ye 41.0 
RrOvincialveoverniments nag aoe enamine teen in aan Qeall 
Provanealstaxcolectionaderesmentsesetn.. anemia en ae: 10.3 
Royal Canad ant Mint aye wee era cee ee mene ae meee ere 6.4 
The St. Lawrence Seaway Authority.......2.2.0.-e0e.nccceccseece. 22.7 
VetenansgluandActadvanceste settee en eee 18.2 
Governments of Yukon and Northwest Territories................. 4.0 
Others sti. PR tiie 2 ty Ae ee Oe eS ER eS 6.8 
1,597.6 227.0 
Net disbursements from sundry liability accounts— 
Current and demand liabilities— 
International monetary fund—revaluation of Canadian dollar 
DARD CO mie ee ae Me EEE a eee 
DORON DAVADIG anode a ct oe 13.7 
Deposit and trust accounts— 
Canadian Arsenals Limited pension fund....................... 10.6 
Liability to United States of America.................6....... 
Provincial tax collection agreements........................... 38.0 
Annuity, insurance and pension accounts— 
Unemployment insurance fund— 
Uninvested funds on deposit with the government......... 3.0 
Undisbursed balances of appropriations— 
Railway grade crossing fund...............0ccessccecccceocees (EP? 
Deferred credits— 
Agreements of sale of Crown assets...........00s0ccs.ceecee.., 2.0 
Crown Assets Disposal Corporation........................... 1.3 
ier Boren geed sitet sae ate nae ae fee) ee ee 
Suspense accounts— 
Replacement of materiel, sec. 11, National Defence Act........ 0.2 
76.0 —69.0 
Net increases in sundry asset accounts— 
Cash in hands of collectors and in transit...........0e..cceecceeee. 14.8 
Post office—cash on hand and in transit.........................., 1.2 
Unamortized portion of actuarial deficiency in the Canadian forces 
SUPCTADNY ALON ACCONNG ements os Pie uy i 198.5 
Unamortized portion of actuarial deficiency in the Royal Canadian 
Mounted Police superannuation account........................ 
Unamertized loan flotation epsts.:..................,,. bo, 10.3 
224.8 —10.4 
Net increase in other accounts........00.0 0. cccccecececececececcceccce. 0.1 
1,898.4 147.7 
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Summary 


In summary, as budgetary and non-budgetary transactions required financ- 
ing in the amount of $1,467 million, and unmatured debt outstanding in the 
hands of the public (after taking into account transactions in the securities 
investment account and sinking fund and other investments account) increased 


by $1,064 million, cash balances on deposit with the banks decreased by $403 
million. 


6. THE PUBLIC DEBT 


Gross and net debt 


The gross debt of Canada was $24,812 million as at March 31, 1963. Unma- 
tured debt (including treasury bills) in the amount of $17,962 million accounted 
for approximately 72 per cent of the total. The remaining liabilities, consisting of 
current and demand liabilities, deposit and trust accounts, annuity, insurance 
and pension accounts, undisbursed balances of appropriations to special accounts, 
deferred credits and sundry suspense accounts, aggregated $6,850 million or 
approximately 28 per cent of the total debt. 


The net debt of Canada was $13,937 million as at March 31, 1963, an increase 
of $709 million over the net debt at March 31, 1962. Total liabilities increased by 
$1,904 million to $24,812 million and net assets by $1,195 million to $10,875 
million at March 31, 1963. 


GROSS AND NET DEBT NET DEBT AS AT MARCH 3] 
Fiscal Years Ended March 31 Billions of Dollars 
Billions of Dollars 
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TABLE 63 


SraTEMENT or Pusiic Dest, UNMaTURED Dest, Recorpep Net Assets AND Net Dest or CANADA 
(in millions of dollars) 


aaae———00S SS TTT lle 


| Gross Public Debt aes , poene? i 
>] recorde in net de 
As at March 31 Unmatured| Other Total net Net debt during 
debt liabilities assets fiscal year 
LOB D arscausor totercasane ieteanera 15, 574.1 4,675.8 20, 249.9 VOCLeo 11, 678.4 632.1 
T9GO 2 enter er eeRcicee oes 15, 890.1 5,096.3 20, 986.4 8,897.2 12,089.2 410.8 
LOGL Ss cde misses wee oan 16, 067.9 5, 534.9 21,602.8 9,165.7 12, 437.1 347.9 
DOG 2 ite waiters ware aateheereore ae 16, 945.7 5,962.1 22,907.8 9,679.7 13, 228.1 791.0 
1963 (preliminary).,....... 17, 961.8 6,850.1 24,811.9 10, 874.8 13, 937.1 709.0 


Unmatured debt 

The total unmatured debt of Canada at March 31, 1963 was $17,962 million, 
$1,016 million more than at the end of the previous fiscal year. The government’s 
holdings of its own securities were $54 million, comprised of $32 million in the 
securities investment account and $22 million in the sinking fund and other 
investments account. This was a decrease of $47 million from the comparable 
figure at March 31, 1962 when holdings were $82 million in the securities invest- 
ment account and $19 million in the sinking fund and other investments account. 


The decrease in the securities investment account was due mainly to the 
maturing of treasury bills held in the account. 


Securities in the amount of $113 million were acquired for the purchase 
fund, which was established in 1961 to assist in the management of the public 
debt. Purchases during the year were as follows: 

$20 million 44% bonds due September 1, 1972 

$37 million 53% bonds due October 1, 1975 

$ 4 million 3% bonds due June 1, 1976 

$ 8 million 32% bonds due January 15, 1978 

$ 8 million 3% bonds due October 1, 1979 

$35 million 45% bonds due September 1, 1983 

$ 1 million 3% bonds due March 15, 1998 


These securities were cancelled prior to the year-end and unmatured debt 
was reduced by a similar amount. 


Of the total unmatured debt, $17,551 million or approximately 98 per cent 
is payable in Canada, $376 million in New York and $35 million in London. 
Securities payable in New York and London have been valued at the official 
parity rates of $1 U.S. = $1.08108 Can. and £1 = $3.027 Can., respectively. 


Summary of security issues and maturities, redemptions, conversions or cancellations 

During the year ended March 31, 1963, the government issued securities in 
the principal amount of $4,385 million of which $4,115 million was payable in 
Canada (excluding the refunding of treasury bills which mature weekly) and 
$270 million was payable in New York. Securities issued in prior years payable 
in London and New York were valued at the official parity rates which resulted 
in an increase of $10 million when stated in Canadian dollars. 


Securities payable in Canada amounting to $3,379 million were redeemed, 
converted or cancelled during the year. 
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TABLE 64 
(in millions of dollars) 


8. ..000—ooaoawawaoOoOoOoOanmnamwanmaqgsoaasoeqoroyoeoz_aeaessoeeee 
Fiscal year ended March 31 
1963 


UNMATURED Dest TRANSACTIONS 


(preliminary) 1962 
Balancovat berinning Of yearsy ce cccd sinc oclleme ccs Mevenectgecassdacis 16, 946 16,068 
New issues— 
For cash— 
Canada savings bonds series 15..............ecceeceeeceeceeuss 65 
Canada savings bonds series 16............00sceeees PAS a 78 973 
Canada savings bonds series 17...........sssecevccccecceccctes 1, 634 
Marketable bonds,...... sce Sate oc ce cles ble ch ae 1,347 1,350 
Non-marketable bonds (Unemployment Insurance Commission) 86 161 
sRTCASUIYs DLLs (Net) bu seeree eae od oievs Sinislacttoadion chaetteenteenk 280 
} 8, 4265 2,549 
By renewals and conversions— 
MVR eUrsbcest Us MIO OL CLES Stet £1, srs ctehahe a cio eeiote rei tecoe Sto eettecoracowscile ora ee 960 907 
SR OUA DEV PISSUOS Rose ake tecsacc Pere tee Aicberhvadew AS MC OGS HEAR OTE 4,385 3, 456 
Adjustments due to valuation of securities payable in London and New 
Worcau thie .oincial parity rates O02. 6. di... cas. eens ocsieeee cee es 
4,395 3,456 
Less— 
MUaturcdmnarketable DONAS. s vccccc ness gto See eee repens ove eee es —984 —498 
Redeemed non-marketable bonds (Unemployment Insurance Com- 
THELESI OS) ec cece ID 2 OSCR CIAICIIOROISICIGS (CCESIDR UIC Ir SORELLE yates —137 —99 
Conversions My ek. ehh. eR RRS... | ANE ORE Sed eee ne —960 —907 
Canada savings bonds redeemed or matured................205005: —1,185 —538 
MEETS UITay ALOU (UAC ti)setste siete ae ote cecote sie clue 4.0) #¥a las iSiass nists cine Gia aVeuelapetal ascites —50 
—8, 266 —2,092 
Unmatured marketable bonds (purchased and cancelled).......... —1138 —486 
—3,379 —2,578 
TNCTCASCHINMUINIIAT ULE Geb tccs fae otro cee won ous sci sialeneusleleis essere 1,016 878 
Balancers tien diOicy.Canr s srrsieo-iestels clcinvareds hele ls eusts dl ietele rs aieiain lois sisielslciate 17, 962 16, 946 


() Official parity rates at March 31, 1963 were £1=$3.027 Can and $1 U.S.=$1.08108 Can. 


Net sales of Canada savings bonds 1962, series 17, were $1,634 million during 
1962-63 and additional sales during the year of Canada savings bonds series 
16 were $78 million. Canada savings bonds series 6 outstanding in the amount 
of $23 million matured on August 1, 1962 and redemptions prior to ma- 
turity of series 6 to 16 during the year amounted to $1,162 million. The net 
increase during the year for all series was $527 million; the amount outstanding 
and unmatured for all series at March 31, 1963 was $4,582 million. 


Treasury bills outstanding at March 31, 1963 amounted to $2,165 million, 
consisting of $1,310 million in three-month bills, $740 million in six-month bills, 
$85 million in 366-day bills and $30 million in special bills of varying short term 


maturities held by the Bank of Canada. 
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TABLE 65 


Dest Maturep, RepgeeMED, CONVERTED OR CANCELLED DurRING THE FiscaL YEAR ENDED 
Marc 31, 1963 (preliminary) 


a eee ee 
Soe 


“© Exchanged for 22% loan due June 1, 1963. 
) Exchanged for 32% loan due Oct. 1, 1967. 
(8) Exchanged for 54% loan due Oct. 1, 1975. 


Cancelled 
a Matured Redeemed Converted prior to Total 
maturity 
$ $ $ $ $ 

Seoul DOL 62.2 ae hs neha 75,000,000 @) 25,000,000 100, 000, 000 

SEM IGO-O2ts eke coe oe 140,000,000 (2) 50,000,000 190,000,000 

SOGMLIGI—Gaee as. Seesaw Save ah oe 285,000, 000 (2) 50,000, 000 335, 000, 000 

ES Ay EGY ee Soe ee 67,516,000 (3)200, 981, 000 268 , 497, 000 

BAT 960-62. ocnPesas «van aketee 140,000, 000 140, 000,000 

3475 1961262), be bas vos ee 176, 503, 000 (4198 , 497,000 375, 000, 000 

A195 O=O3tre ec Ue ae 100,000,000 100,000, 000 

AT A ICO=B9 teers Rens arse xc A (5)435, 018,000 435,018,000 

BA NGS SAMs Biase hcoradic oc. 0 Ree 20,025,000 20,025,000 

OST GEL IS OE Desens siccnc 36, 575, 000 36,575,000 

3470 TOBA AAB Ee te rae cs Actis SEES 3,788, 000 3,788,000 

SPRY MG ey a ae | Se Ponce ie 8, 447,000 8, 447,000 

Seo OSA S IO oh dew ccs uk eee 8,025,000 8,025,000 

TTOMOOS=S8 veces ieracece eno 35, 250,000 35, 250,000 

BT OULD O=O8: ew mokrae een 1,085,000 1,085,000 

Canada savings bonds §.6..... 23, 624, 950 23, 624, 950 

Canada savings bonds S.6-16.. 1,161, 795, 150 1,161,795, 150 
Unemployment Insurance 

Commission (non-mar- 
ketable bonds)— 

CS LUA = AUN Cn Metal rane 62, 500,000 62, 500,000 

DAU A Nei ssa A ce 62,000, 000 62,000,000 

OFT See a ee 12,500, 000 12,500,000 

1,007, 643,950 |1, 298,795,150 | 959,496,000 | 113,195,000 3,379, 130, 100 


(4) $88, eee: 000 exchanged for 43% loan due Jan. 15, 1968 and $110,000,000 exchanged for 33% loan due 


Feb. 1, 196 
(5) ie for 53% loan due April 1, 1976. 
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TABLE 66 


New Sscuritims Issurep Durine Yar Enpep Marcx 31, 1963 (preliminary) 
eoeuNC—aNaeNae]yooT=wooo="*Qa<«eaeaewew=«~«»=«~oqoq=®»®a>aOon0@mn0®0®»=»qo ee” eee 


Renewals or 


; Yield at Total 
Description Price to price to amount ieee las eae eens pane 
government : included in 
government issued amount.igsued for cash 
$ per cent $ $ $ 
Marketable bonds— 
Loan due June 1, 1963, 23.... 99.15 3.56 100,000,000 | 25,000,000 75, 000,000 
Loan due Jan. 15, 1968, 42%. 99.25 4.42 150,000,000 | 88,497,000 61,503, 000 
Loan due Oct. 1, 1975, 54%.. 200,981,000 |‘200, 981,000 
Loan due April 1, 1976, 53%. 435,018,000 |(435,018,000 
Loan due Feb. 1, 1964, 32%... 99.25 4.02 125,000,000 125,000, 000 
Loan due Feb. 1, 1965, 33%.. 98.75 4.12 350,000,000 |°)110, 000, 000 240, 000, 000 
Loan due April 1, 1965, 44%. . 97.00 Bob: 50,000, 000 50,000, 000 
Loan due Feb. 1, 1966, 33%. . 97.25 4,49 225,000,000 225,000, 000 
Loan due Oct. 1, 1967, 33%.. 98.25 4.11 100,000,000 |‘®100, 000, 000 
Loan due April 1, 1969, 53%. . 99.50 5.59 100,000, 000 100, 000,000 
Loan due Oct. 1, 1969, 53%... 99.00 5.67 80,000,000 80,000, 000 
Loan due Aug. 1, 1980, 54%... 98.00 5.68 120,000, 000 120,000,000 
New York loan due Oct. 15, 
LOST DOSEN oe ee oes 100.00 5.00 270,270,000 270,270,000 
Non-marketable bonds— 
Unemployment Insurance 
Gommmnission, 4% .4.0.c0 6: 100.00 4.00 62,000, 000 62,000, 000 
Unemployment Insurance 
Commission, 54%......... 100.00 5.12 24,000, 000 24,000, 000 
Canada savings bonds— 
Nov. 1, 1961—Nov. 1, 1971, 
7 Ar teiaa lin Ree Oboe O00 100.00 4.60 78,598, 800 78, 598, 800 
Nov. 1, 1962—Nov. 1, 1976, 
SOA owed. eee. ah 100.00 5.11 1,633,808, 950 1,633, 808,950 
Treasury bills (net)........... 280,000,000 280,000, 000 


4, 384,676,750 | 959,496,000 | 3,425, 180,750 


(In exchange for 3% loan due May 1, 1962. 

(Tn exchange for 33% loan due Dec. 15, 1962. 

(@)In exchange for 53% loan due Oct. 1, 1962. 

(In exchange for 53% loan due April 1, 1963. 

(5)In exchange for 33% loan due Dec. 15, 1962. 

(8) $50,000,000 in exchange for 3% loan due Aug. 1, 1962 and $50,000,000 in exchange for 3% loan due June 
15, 1962 


Interest rates 
The average interest rate on the government’s unmatured debt at March 31, 
1963 was 4.15 per cent compared with 3.94 per cent at the end of the previous 


fiscal year. 


The yield on three-month treasury bills at tender on March 29, 1962 was 
3.12 per ce It dropped to 3.04 per cent on April 12, 1962, rose to a high of 5.51 
per cent on July 19, 1962 and then declined to 3.62 per cent on March 28, 1963. 


The yield on six-month treasury bills at tender on March 29, 1962 was 3.29 
per cent. It dropped to 3.19 per cent on April 26, 1962, rose to a high of 5.74 per 
cent on July 19, 1962 and then declined to 3.74 per cent on March 28, 1963. 


The following table shows the high and low yields together with the yield on 
the latest issue of three-month bills for the fiscal years 1958-59 to 1962-63 
inclusive, and for six-month bills for the fiscal years 1959-60 to 1962-63 inclusive. 
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TABLE 67 
TREASURY Brut YIELD aT TENDER 
_ eh 


Fiscal year ended March 31 High Low Last issue 
per cent per cent per cent 
Three-month bill 

"1959.. ctucele ss ais todo sie iw aus ae Sas SNincmi shea digas Rega au oasa cnsoeRfoeal ey Men ST es oketoses 4,30 0.87 4.30 
LOG ais cotarcicttebere asewwi Miran svevece alt terctos Arak romie ene Me EER Ee ee 6.16 3.01 3.01 
TOON so cicayes derctoeretsrecetenalte ie adhe toese: tenes icka Re oe RIES Ce ee . 8.95 1.68 3.21 
HOG 28. 3 as.che Hereby. Bale. Ache cates. Ts chk Ss GE os vere. exo 3.34 2.26 3.12 
DOGS bho c--d'0 15 Helle Me aie tote LUN Se MINA ER ala esis She aie « naectee eae 6.51 3.04 (3, 62 
6.87 Bu23 3.23 

4.07 1.99 Sead, 

3.49 Woe 3.29 

5.74 3.19 3.74 


a TY Te ee ee ee ee 28. de ee 
At tender on March 28, 1963. 


AVERAGE INTEREST RATE ON UNMATURED DEBT 
As At March 31 
Per Cent 


0 eilledial see el mil yo Sheet ideo 
1930 1935 1940 1945 1950 1955 1960 63° 


bd Preliminary 


Indirect debt or contingent liabilities 


In addition to the direct debt set out in the statement of assets and liabilities, 
the government has assumed certain indirect or contingent obligations. These 
consist of securities of the Canadian National Railways, guaranteed as to principal 
and interest, and a number of miscellaneous guarantees, the chief of which are 
the guarantee of insured loans made by chartered banks and other approved 
lending institutions under the National Housing Act, 1954, deposits maintained 
by the chartered banks in the Bank of Canada, bank advances to the Canadian 
Wheat Board, advances under the Export Credits Insurance Act and bank loans 
under the Farm Improvement Loans Act. 


The government’s liability under its guarantee of loans under the National 
Housing Act, 1954 was $4,136 million at December 31, 1962 compared with 
$3,651 million at December 31, 1961. 
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TABLE 68 


Summary or Inprrect Dest or ContTINGENT Lrasitities AS AT MARCH 31, 1963 


ee ee ee a ee ee 
eS 


Railway securities guaranteed as to principal and interest— 

. Canadian National 54% due December 15, 1964................ 
2. Canadian National 3% due January 3, 1966................0000- 
8. Canadian National 22% due January 2, 1967................0.-- 
4. Canadian National 44% due April 1, 1967................20cce 
6. Canadian National 5% due May 15, 1968.................c..+-. 
6. Canadian National 2?% due September 15, 1969................ 
7. Canadian National 24% due January 16, 1971................... 
8. Canadian National 53% due December 15, 1971................ 
9. Canadian National 32% due February 1, 1974.................. 

10. Canadian National 22% due June 15, 1975, U.S. $6,000,000..... 
ii. Canadian Nationali5% due May 15, 19770...2. nies. ve osee coco os 
12. Canadian National 4% due February 1, 1981..................- 
13. Canadian National 52% due January 1, 1985.................06- 
14. Canadian National 5% due October 1, 1987.............00eee0 


Other outstanding guarantees and contingent liabilities— 
15. Deposits maintained by the chartered banks in the Bank of 


16. Loans made by lenders under Part IV of the National Housing 
Act, 1954, for home extensions and improvements.......... 
17. Insured loans made by approved lenders under the National 
Housing Act, VO54aM errs Bk SNC inate «5 dec emtahee teleamaerds 
18. Insurance guarantees and long-term financing contracted or 
approved under section 21 and 21A of the Export Credits 
Trsunance: Neti sicher toe eee ters ois a cuss hie ated am ore 
19. Loans made by chartered banks under the Farm Improvement 
ORT SR ANG Gane ea er antisite eee eit ole ate: cre te ctetaca' sna tench stele enh 
20. Loans made by chartered banks under the Veterans’ Business 
BNGUETOLESStOD Ale MOANS UA Chser.kiens cies Sie siete clalselels oicieeyeite eer: 
21. Loans made by chartered banks and credit unions under the 
Fisheries Improvement Loans Act...............0essenees 
22. Loans made by chartered banks under the Prairie Grain Pro- 
ducers’ Interim Financing Act, 1956............... Werte 
23. Loans made by chartered banks under the Prairie Grain Loans 
BOOP A Py eae tes & ee eae Her eee SU Ee PEE Ses IO CIT een O 
24. Loans made by chartered banks under the Small Businesses 
LOTTERY Baad ons DORR EIS EAN Oem ORE ATE ac 
25. Loans made by chartered banks to the Canadian Wheat Board 
26. Loans made by chartered banks to the Canadian Wheat Board 


pursuant to the Prairie Grain Provisional Payments Act...| ° 


27. Loans made by chartered banks under the Prairie Grain Ad- 
Vane Pay Ments ACU a. sa. oil oe ssi ic. «tse sins «si-is)>sisivisielaisle 


28. Loans maintained by approved lending institutions under Na- 
tional Housing Acts prior to 1954 Act..............+45-- ees 
29. Guarantees to owners of returns from moderate rental housing 


TITOLE CUS) Oe cies as tre reins sivioleisic cine. oiarareyminiols win envieiers.oiateimsnla tisior ore 


Amount of 
guarantee 
authorized 


199, 576, 000 
35, 000, 000 
50,000, 000 
75,000, 000 
60, 900, 000 


90, 000, 000 
300,000, 000 
100,000, 000 
175,000, 000 


1,401, 486, 480 


Amount 
outstanding 


March 31, 1963 


$ 


198, 576,000 
35,006,000 
50, 000, 000 
72,300,000 
55,800, 000 
70,000, 000 
40, 000, 000 

424,000 
200, 000, 000 
6, 486, 480 
84, 600, 000 

300, 000, 000 
99,500, 000 

168, 675, 000 


1,381, 361, 480 


Unstated 
25,000, 000 
6,000, 000, 000 


700,000, 000 
Indeterminate 
Indeterminate 
Indeterminate 
Indeterminate 
Indeterminate 


30,000, 000 
180, 000, 000 


Unstated 
Unstated 


Unstated 
Unstated 


741,869, 671 
@) 12,976,000 
) 4,123,000, 000 


333, 645, 786 

() 47,966,702 
@ 71,952 
@ 154,275 
14,214 

1,773 


(1) 5, 564, 559 
80,331,172 


3,396 
7,245, 127 


5, 352, 844, 627 


Indeterminate 


Indeterminate 


ee ee ee 


G@) As at December 31, 1962. 


(2) As reported (in accordance with Sec. 45, National Housing Regulations) by approved lenders at 


December 31, 1962. 


(3) Funds totalling $3,872,193 a y 
settling claims. In 1962 rental guarantee contracts totalled $15,006,000. 
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7. SUPPLEMENTARY DETAILED TABLES 
REVENUES 
EXPENDITURES 
ANNUAL CHANGES IN LOANS AND INVESTMENTS 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(in millions of dollars) 


1962-63 
— 1958-59 1959-60 1960-61 1961-62 (prelimi- 
; nary) 
$ $ $ $ $ 
Tax REVENUES 
Income tax— 
Personal Oi cid liek a ueeeee Ul Btaeie G) 1,566.6 u(y ine 1092670 1,745.0 
Corporation ye dsas eee eee 1,020.6 1,042); 1276.6 1,202.0 1,183.0 
On dividends, interest, etc., going 
BDKOAG Ee cot eta ce ce ee nee 61.2 73.4 88.2 it ee) 129.0 
2,485.3 2,782.9 8,076.0 8,107.0 8,067.0 
Excise taxes— 
Salesitax (yO) arte. ney seers 694.5 foo 720.6 759.7 806.0 
Other excise taxes— 
AUItOMObILestaecs cas enon ens 59.3 64.3 59.6 Bins} (3) 
Cigarettes, tobacco and cigars... . 148.0 185.5 193.7 207.6 216.6 
Electric power export............. 122 Les 1.6 1.0 0.5 
Jewellery, watches, ornaments, etc. 5.6 5.6 5.9 5.6 6.1 
Matches and lighters.............. 0.9 0.8 0.8 14 ita 
Television sets, radios, tubes and 
POOnOGTAPHS rem, tae oh ee 17.8 17.8 15.9 18.4 20.2 
Toilet preparations...............-. 6.8 etl 8.4 9.4 10.2 
[WANG Sides oem nord, ein ian ee = ay 3.0 eo BR ae 
Sundry commodities.............. 12 ee, lea thea | 1.5 
Interest and penalties........... 0.5 0.6 0.8 0.7 0.5 
ESS POLUINGS tach enact A atria a —0.4 =—0:3 —11.0 —0.4 
241.8 287.4 290.7 262.6 260.0 
Customs import duties................ 486.5 SPAR Th 498.7 534.5 645.0 
Excise duties— 
Spinitstima. cm ae Alot ets ere 96.5 102.4 108.5 114.1 122.0 
OOD er Niuidats srt sees ee ae he 83.1 90.7 91.0 92.7 98.6 
Cigarettes, tobacco and cigars....... 141.2 146.2 149.6 160.5 165.7 
LICENCES Shy. oc oon re (3) (3) (3) (3) (3) 
UZES8 TELUNG Steins, on ee ee —4.1 —4.1 —4,.2 —4,.5 —4.3 
816.7 386.2 844.9 562.8 882.0 
HIS ALONG EXOD Riera s cakiis sya ee 7250 88.4 84.9 84.6 87.0 
Miscellaneous tax reyenues............ (8) (3) (3) 0.1 On 
Total tax revenues...........--. 4,247.4 A lo2.8 5,015.8 Drs libs 5,287.1 
Non-Tax Revenues 
Return on investments................ 22lee 239.7 283.8 807.5 311.0 
Post office—net postal revenue........ 157.5 167.6 173.6 183.7 193.0 
Other aks tees oe yen soir hag Rete eee 128.6 130.2 144.5 127.2 135.0 
Total non-tax revenues.......... 507.3 637.5 601.9 618.4 639.0 
Tote Tey enues’s sc. sors.eeecd sie 4,754.7 5,289.8 5,617.7 5,729.6 5,876.1 
“ Excluding tax credited to the old age security fund— 
1962-63 
1958-59 1959-60 1960-61 1961-62 (prelimi- 
nary) 
Personal income tase erence na ee et 146.4 185.6 229.4 259.0 273.6 
Corporation imoome tax. aes cen os nee coon. 55.38 9173 108.5 100.1 115.38 
SECT Hs eeepc eh a Os WR et Sane oem eller ge 173.6 270.0 270.2 284.9 302.2 


® Net after deduction of refunds and drawbacks as well as transfers to the old age security fund. 
(3)Less than $50,000. 
Yncludes duties levied under the Dominion Succession Duty Act. 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS 


(in millions of dollars) 


a—0V0$0u3uRReNS—=$M$—$Ma99aa9amaSSaSS 


1962-63 
— 1958-59 1959-60 1960-61 1961-62 (prelimi- 
nary) 
$ $ $ $ $ 
ee ene 
ministration and general............ SAG 3.6 4.4 4 
Agricultural oe stabilization i. Fe 

account—net operating loss.......... 15.0 Dine 53.4 2250 2.0 
Agricultural products board account— : 

net operating loss.................0.. 4.9 0.6 
Assistance re storage costs of grain., 38.4 42.3 48.2 48.8 35.3 
Board of Grain Commissioners......... 6.1 6.1 6.3 6.5 6.2 
Prairie farm emergency fund—deficit. . 17.0 12.5 9:2 47.7 7.3 
Production and marketing branch.. 23.2 25.4 29.3 33.9 82.5 

Contributions to Alberta, Saskatch- 

ewan and Manitoba—unhar- 

WESLECHCTODBS ec desns MEN. on oa ed 4.7 1.4 
Payments to western grain producers. 41.3 40.5 40.1 OnE 
Freight assistance on western feed 

PSR SCE AE OS ar Cre aya ce ee eee ee 20.0 1 Paaysics 19.2 17.5 14,4 

Premium on hog and lamb carcasses 6.9 8.2 6.6 7.6 5.9 

Be apen and pegieedion proj- 
nate , : 13.5 17.6 20.2 26.1 28.4 
anny Peano Mewted. co. 4. . 2320 25.6 26.2 26.8 26.7 
208.6 227.6 264.9 86.7 234.8 
PATOMIG: MINER GSiee os. Weebta jekiae tke 26.1 30.1 88.9 34.7 63.2 
Avpiror GENERAL’S OFFICE............. 0.8 0.9 0.9 Pat 1.2 
Boarp or BROADCAST GOVERNORS........ 0.1 0.2 0.3 0.3 0.4 
CANADIAN BRoapcastInG CorroraTION— 
Grants toward the anticipated operat- 

ing deficit and capital expenditures 

of the radio broadcasting and tele- 

VASI ONC EVACE SEG ti. cinbe wats Wihain > acute te 50.3 61.9 64.9 76.5 79.0 
International service...............+.- 1.9 2.0 1.9 UST 1.8 
Payment from the consolidated revy- 

enue fund of amounts equal to taxes 

collected under the Excise Tax Act 

in respect of radio and television sets PB 

AICS COL PIOCN Gi sore eee ota d in gtins 3 

PAs erga 62.0 63.9 66.8 78.2 80.8 

Orrice or THE Cuizr EvecroraL OFFICER.. Baz 0.3 0.6 0.4 11.8 

CiITizENSHIP AND IMMIGRATION 9.8 

Administration and general............ Peg! PAS 2.4 2.6 ae 

Lpenteredion pengcy ae owen. Pameyes Se Ban a ei i aie 

i ATAS ORANG HY .<Aadedis ss ois aches. : ‘ ‘ ‘ ; 
Resta sbeane 52.9 54.9 61.1 65.0 66.2 
Crvit Service CoMMISSION.........+-+++ 3.5 Sa7 4.2 4.7 4.8 
Derrence PRopuction— 

Administration and an yee eee 12.1 15.0 18.6 22.0 27.6 
Production capacity and capital assist- 

Fi 2.6 1.8 1.9 1.9 

ance to defence industry...........-. Ab 17.6 20.4 23.9 29.6 

EXTERNAL A¥rrairns— 
Administration and general..........-. 30. 7 on ae pee = : 
External aid......... Dea et 10:1 11.6 12.8 15.1 
Representation abroad..........++++++ ae 978 103.0 95.6 84.6 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(in millions of dollars) 


1962-63 
1958-59 1959-60 1960-61 1961-62 (prelimi- 
nary) 
$ $ $ $ $ 
Finance 
Administration and general............ 10.2 10.8 19.9 19.5 21.6 
Office of the Comptroller of the Treas- 
NED Vipalogs avec ehe Weta eavsiceseas te OR Pse: sesen tenets 17.9 18.2 19.8 21.3 PATE 
Grants to municipalities in lieu of taxes 
on federal property: . 2.006. ...06 21.9 22.5 24.5 24.7 29.0 
Grants to universities......<........0+ PAI a) 26.1 19.0 19.4 26.3 
Government’s contribution with re- 
spect to the public service super- 
annuation account.................. BY Tf 40.0 41.4 46.9 SY. 1 
Payments to provinces— 
Statutory subsidies. .5.....01....4 5 20.6 20.8 20.7 FB 23.5 
Tax-sharing arrangements, 1956 act.. 423.1 485.4 504.9 503.3 23.8 
Fiscal arrangements, 1961 act........ 218.2 
Transfer of certain public utility tax 
TOCEIPUS acta ee Cos ee atiee 8.7 4.8 4.2 6.4 10.0 
Transitional grant to Newfoundland. 10 0.7 0.3 
Additional grants to Newfoundland. 13.6 7.3 (het 8.0 
Premium, discount and exchange...... 0.2 9.8 
Public debt charges— 
Interest on public debt.............. 606.6 735.6 756.7 802.9 882.0 
Cost of issuing new loans and annual 
amortization of bond discounts and 
COMMAS ONS Seri.s ae ere 40.8 47.3 40.2 BESS 34.4 
Servicing of public debt............. 0.6 0.5 0.7 0 1.6 
1,228.2 1,420.2 1,460.0 pee Ato) 1,854.0 
ISHMR YES arreess.0 sae ete es cee eee 17.5 19.9 19.2 eyed | 23.2 
HORMSURYeeeee. ccs sitar h oct none 9.8 9.9 10.1 14.7 16.3 
GovERNOR GENERAL AND LInuTENANT 
GGOVERNORBS ny eae ee 0.4 0.4 0.4 0.5 0:5 
INSURANOD. fires hoo oocce cadence ae ae 1.2 Ma? 1.3 1.4 1.4 
JustTice— 
Administration and general........... 7.6 8.1 8.6 9.5 10.0 
Office of the Commissioner of Peni- 
LenULAnIOS Ata ton hte eee 16.7 19.7 19.1 20.1 24.0 
24.8 27.8 6H ow 32.6 84.0 
LaBsouR— 
Administration and BOMGral Ss gif 2% aay 6.5 12.9 15.6 31.6 35.7 
Government annuities—amount  re- 
quired to maintain reserve.......... 0.2 0.2 
Technical and vocational training as- 
sistance payments to provinces...... at 8.2 8.5 35.7 207.0 
Unemployment Insurance Commis- 
sion— 
Administration and general......... Bhp 35.9 42.1 46.0 48.1 
Government’s contribution.......... 37.1 45.7 Soa 55.6 57.4 
86.8 102.9 121.8 168.9 848.2 
LEGISLATION— 
Elouseof Gomimons’: sk eee ae ase get 5.6 5.6 6.3 6.2 6,2 
Library of Parliament................ 0.3 0.3 0.3 0.3 0.3 
Benatos.n ee ecinc cca cert ctrnca too eee 137 1.8 1.9 1.9 1.8 
Fie (33 tae 8.5 8.4 8.8 
MINES AND TECHNICAL SURVEYS— 
Administration and general........... 2287) 23.7 led 35.3 35.5 
Dominion CoalbBoard 3) Sr-)..-... 2.8 11.3 17.6 19.3 19.9 20.5 
Emergency gold mining assistance..... 9.8 13.1 12.1 12.4 15.2 
48.8 54.4 59.1 67.6 71.2 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(in millions of dollars) 


1962-63 
— 1958-59 1959-60 1960-61 1961-62 (prelimi- 
nary) 
$ $ $ $ $ 
Nationa, Darence— 
Defence forces, army, naval and air 

SES ATS SSN, 6 olin oan ne Re Os Ape rac en ee ae 122250 eo (ee 1,406.0 1,502.8 1,430.8 
Defence research and development.... 74.4 39.2 41.9 40.4 41.7 
Government’s contributions with re- 

spect to Canadian forces superannua- 

RIQMIRCCOUGE Ase are atl tread: + dsineeie 49.5 51.8 40.5 56.0 58.1 
Mutual aid to NATO countries........ MOET 18.4 14.6 et 25.0 
Pensions—payments under Defence 

Services Pension Act................ 6.0 6.3 6.7 7.3 7.6 

OL rar eer saa, iene, Sodanide He ve Nats 2.4 3.8 7.8 8.5 9.7 

1, 4200 1,516.6 Ly, Olga} 1,626.1 1,672.9 

NationaL From BoarbD.............0005 4.3 4.6 4.9 5.1 5.6 

NATIONAL GALLERY OF CANADA......... 0.6 Ons 0.9 1.0 1.0 
NatTIoNAL HrattH AND WELFARE— 

Administration and general........... 4.6 4.5 bjpal 5.6 6.2 


National health branch— 
General health grants and hospital 
GONSELUCKION ZTADUS 2. 055 60 cece nes 45.9 46.0 48.0 49.0 51.0 
Government’s contributions under 
the Hospital Insurance and Diag- 


nostic Services Act............... 54.7 150.6 189.4 283.9 336.8 
Indian and northern health services. pit O15 23.0 24.0 DLN 
ORC TPO MEE ot Rak Pulte agaist eine 9.1 9.1 9.4 10.1 Oi 

Welfare branch— 

Hamuilysallowancesssee..% cess ta 474.8 491.2 506.2 520.8 531.6 
Fitness and amateur sport payments 0.2 1.0 
Old age assistance, blind persons and , 

disabled persons allowances....... 49.7 50.6 Slee 51.4 62.8 
Old age security fund—deficit....... 184.0 
Unemployment assistance........... 23.9 40.2 Ole 92 0 96.0 
Oi Ner ae oc oem cag: co ep oe Sisil 3.0 BES Be) 2.4 

871.9 816.7 887.2 1,040.8 1,123.2 
NaTIonaL ResearcH Council, pelea 

the Medical Research Council.. 25.4 3135 34.4 38.8 41.3 

INGA ONDA Ee WEIN be! weal steve Ss etsre fn sincere 68.8 68.7 ’ 13.8 75.3 78.6 
ATRS AL ReE- 

Clase. ee ae 58.0 74.3 74.3 92.3 90.3 

POSae OUCH tei te ocho ca ete claerera s 157.8 165.8 178.4 185.0 189.3 

Privy Councin, including Prime Min- 

Esters OCG pirat dees : Sete oo. 2.5 if} 1.4 1.9 4.5 5.0 
Pusiic ARCHIVES AND NATIONAL LIBRARY 0.7 0.7 0.8 1.0 1.0 
Pusuiic PRINTING AND STATIONERY...... als 3.5 3 4.0 4.0 
Pusric WorKs— 

Administration and general ete A cathe WO 158.5 aa are ie 

National Capital Commission. . Oe ae ne nn ras 

Trans-Canada highway contributions. . Ae ee ea res 1yRRO 
Royat Canaptan Mountep Pottce..... 51.7 52.4 56.0 60.5 65.5 

4.8 

SECRETARY OF STATH.........+--+-+-eees 4.4 4.7 4.9 5.0 
TRADE AND COMMERCE— 5 
Administration have redeye yet el, eee ee 19.9 oe ne re oe 
National Energy Board..........+-+-- nghy ee re 30.6 70 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(in millions of dollars) 


TRANSPORT— 

Administration and general........... 
AIT BORVICES BS nde e.e PAE Ue pcre kess 
Canadian Maritime Commission...... 
Marine services ches coe sate cee 

Non-active assets— 
National Harbours Board........... 
Railway and steamship services....... 

Deficits— 

Canadian National Railways...... 
Canadian National (West Indies) 
StOAMA MIPS LstiGscs eet trons 
North Sydney—Port aux Basques 
ferry and terminals............. 
Prince Edward Island car ferry 
ANG SLEVIN Show oacte tte ee 


ommendations of the Royal Com- 
mission on Railway Problems....... 
Maintenance of trackage.............. 
Maritime Freight Rates Act.......... 
Contribution to the railway grade 
CYOSSING Tndmeesas sae cc eee 
Trans-Canada Air Lines—deficit...... 


VETERANS AFFAIRS— 
Administration and general. ......... 
Hospital accommodation, additions, 
alterations and improvements....... 
i 2{2)075) (6) (cleat Se) 6 ey Eee 
Provision for reserve for conditional 
| oeets sok ty Shon a a eee eee NE 


AGUS ere Mie ce Marien Neu Tera pajonst dicta tes 


Veterans allowances, treatment allow- 
ances and other benefits............ 
War service gratuities and re-estab- 
LISHINOUTICTOUIES |. oo Fern sae eee 


1958-59 


1959-60 


1962-63 
1960-61 1961-62 (prelimi- 
nary ) 

$ $ $ 
5.0 8.4 10.7 
133.9 150.0 136.3 
6.9 1Qe2 31.0 
49.1 48.6 55.0 
0.6 4.9 5.2 
6.2 5.9 15.8 
67.5 67.3 48.9 
5.4 ee 8.2 
2.6 3.0 3.3 
0.1 0.1 0.2 
20.4 19.0 36.7 
50.0 50.0 
7.0 7.0 Thea, 
14.1 1232 12.9 
15.0 10.0 5.7 
2.6 6.5 » 8.5 
3836.4 410.4 480.4 
6.7 6.8 .8 
6.1 4.9 2.2 
ToOa7, 177.9 175.9 
3.4 3.0 3.2 
6.2 4.6 4.6 
52.6 52.0 53.9 
64.7 81.7 88.7 
2.9 2.0 1 | 
292.8 833.2 8386.4 
5,958.1 6,520.6 6,585.1 
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ANNUAL CHANGES IN LOANS AND INVESTMENTS FOR THE LAST FIVE 
FISCAL YEARS 


(in millions of dollars) 


1962-63 
— 1958-59 1959-60 1960-61 1961-62 ae 
nary 
$ $ $ $ $ 
Loans to, and investment in, Crown cor- 
porations— 
Atomic Energy of Canada Limited.... Bat 0.6 1.5 4.9 —12.5 
Canadian Broadcasting Corporation... —27.0 3.0 
Canadian Commercial Corporation.... 2.0 10 3.0 —0.5 
Canadian National Railways.......... 199.5 — 261.4 —116.5 72.3 274.7 
Canadian National (West Indies) 
Steamesnips: limited a: elasssace. coe —0.3 —0.2 —1.0 =0.7 —0.6 
Canadian Overseas Telecommunica- 
GIONVCOLRONAION ayes cette. haroe ese - 0.3 9.6 9.1 6.2 12.3 
Central Mortgage and Housing Corpo- 
Bravion\. {tages red. ce cent. aks 335.6 315.1 192.0 190.3 96.5 
Export Credits Insurance Corporation. yar 20.0 
Farm Credit Corporation............. 22.0 28.5 40.1 54.2 59.0 
National Capital Commission......... 5.0 10.7 7.4 Ore 9.4 
National Harbours Board............. 20.2 15.8 11.4 6.0 13.9 
Northern Canada Power Commission. 6.2 5.0 0.9 —0.3 —7.2 
Northern Ontario Pipe Line Crown 
GonpOra Ol at reme on a hie ate 42.8 8.0 2e2 —4.7 —7.5 
The St. Lawrence Seaway Authority.. (106.1 (033.1 24.0 (028.3 (022.7 
Trans-Canada Air Lines............-.- 255 1.0 1.3 0.2 —0.4 
OTIC Rs se Adve create creer vache sy eakrers Oe —0.1 0.1 
715.6 167.7 176.6 871.1 479.8 
Loans to national governments— 
United Kingdom— 
The War Appropriation (U.K. Fi- 
DANCING) AGE mLGdaum «coc aecaiies « —22.5 
The United Kingdom Financial 
Agreement Act, 1946.............. —16.1 —16.4 —16.7 —17.1 —17.4 
Export Credits Insurance Act......... —17.9 —17.9 —15.2 —15.3 —105.9 
Special loans to Colombo plan countries 
to finance the purchase of wheat and 
oumInOMNCanaddianeeees + seeks 18.3 0.5 —3.5 —5.0 —5.1 
COD RoR omit oer GeeGreacat «ea cian —0.8 —0.6 —0.9 —1.0 —0.7 
—89.0 —34.4 — 36.38 —88.4 —129.1 
Other loans and investments— ; > 
Subscriptions to capital of, working 
capital advances and loans to, 
international organizations— 
Canada’s subscription to capital of— ‘ 
International monetary fund...... —2.6 235.4 15.0 21.0 12.6 
International bank for reconstruc- 
: tion and Gover eue: ee 2.8 6.8 
nternation evelopment asso- 
= fem Wlce Hees aake Sie 8.5 7.9 8.5 
orking capital advances and loans 
to international organizations...... —0.1 —0.3 | —0.1 6.2 
Loans to provincial governments®).... (3)26.6 1.9 —l.1 —0.5 2.1 
Provincial tax collection agreements— 10.3 
4 begs eae ee + <a pe Oa C . 
alances receivable under agreements 
of sale of Crown assets........--+-:- —2.9 —3.1 —3.9 Rue ae 
Old age security fund............ eh Ae 28.0 —10.7 -1 a 
Unemployment Insurance Commission 67.0 cee Oe 
Veterans land act advances........-..- —3.0 0.6 14.5 , ae 
(As oe he AR Ea hanes Aten Pree: rae 3.4 —3.4 0.4 4.4 . 
21.6 259.8 92.2 —41.8 111.6 
g i nd. in- 
Net total of changes in loans and 1 se 399.6 939.4 290.9 462.2 


POND INION UG ea sdsrals paiva cle lefevre ois see > 
eT eee ee 


4) Includes deferred interest. 

(2) Includes advances to Nova Scotia and New Brunswick pursuant to the Atlantic Provinces Power 
Development Act. ; 

(3) Loan of $29.5 million to New Brunswic 
by repayments of $4 million on other loans. 


k in respect of the Beechwood Power Project offset in part 
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UNMATURED DEBT INCLUDING TREASURY BILLS AS AT MARCH 831, 1963 
AND THE ANNUAL INTEREST THEREON 


— Date of Rate Amount Annual 
maturity per cent of loan interest 
$ $ 
Payable in Canada— 
oan OL 1960s cugennic. thes dootandin eee nod t| elObseA pr. fa 53 12,802,000 704,110 
Moan onl Glande 962.56 ao. wade dee AT.10 Ire, 1! 23 300, 000, 000 8,250,000 
JEG anol OG cer aac ees ieee eee INA June 1 23 275,000, 000 7,562,500 
Canada savings bonds 1952............. ish 7 Aug. 1 32 19, 203,050 720,114 
Bighth' victory: lOan’.,. 6c se. sence se ee IPA: Oats, we 3 223 ,020, 200 6,690, 606 
TOATO LALO GO RRM cree iene, ety eau Teter. eae: Dec. 15 4 300,000,000 | 12,000,000 
WeoanvOlML Obs eer << - Geert Re. AT.18 | 1964 Feb. 1 3t 125,000,000 4,062,500 
NEO AN Otel GO late me fc, atanneeee ae ote ntes ATE TL May 1 4 360,000,000 | 14,400,000 
OSTEO GO leva mgt seit cee nent ACTS Octamt 34 250, 000, 000 8,125,000 
To amyoru 96d wees. ie cis stan ie Ge tote te AT. 5 Dec. 1 4 240,000,000 9,600,000 
THO AMO LLG G2 Pert orth aa hater tot eae AT.17 | 1965 Feb. 1 33 350,000,000 | 12,250,000 
WOaN Ob L962 sere a Ser ake eae eaten ane: AT.15 Apra ae 44 50,000, 000 2,125, 000 
Conversion loan LO Wee, See Ie PA Sept. 1 32 1, 265,890,600 | 47,470,898 
Canada savings bonds 1953............. Sees Nov. 1 33 (064,399, 400 2,414, 978 
Moan orel G63 Sete. a...1ee Maers. «staan ane AT.19 | 1966 Feb. 1 33 225, 000,000 7,875,000 
Ninthivictoryaloane acme. oes). 12 7 Sept. 1 3 245, 202, 200 7,356, 066 
Canada savings bonds 1954............. Ss. 9 Nov. 1 3+ ()39, 400, 150 1,280,505 
HOA; OL OGM Men ue date “Ris aos steer INIM Dec. 15 43 175,000,000 7,875,000 
ORTHOLOG Tar | R.. J gee oan itn ace oe AT. 9 | 1967 June 1 41 100, 000,000 4,250,000 
TO aNWOMLOG Deco teat c. Re iano ane dee ACT ale Octaial 33 100, 000, 000 3,750,000 
Canada savings bonds 1955............. Sa Nov. 1 3+ (37, 963, 800 1, 233,824 
TETovEwaNico} gu (Ut 10} Ne nen, aenwe ent eee See ye © AT.11 | 1968 Jan. 15 42 250,000,000 | 10,625,000 
Retundine loam 1950s. 5 s+ cence eee a Peo June 15 23 308,581,000 8,485, 978 
Canada savings bonds 1959............. S. 14 Nov. 1 5 ()1,028,554,750 | 51,427,738 
Teen Oll 62 Grae ese ee setscee  c.s ees AT.16 | 1969 Apr. 1 53 100, 000, 000 5, 500, 000 
RO aMIO LOG Osage nee eee sc oe oe e re qe Se Apres |) 1 54 80,000, 000 4,400,000 
Canada savings bonds 1956............. 8. 11 May 1 4 66, 215, 950 2,648, 638 
HE OATMOS GED Sera stan tee onary vias Sh AT.13 Octal 53 80,000,000 4,400,000 
SOBER OLS O58) cece eee tetris wrk ade then T. 24) 1970 May 1 34 200,000, 000 7,000, 000 
Canada savings bonds 1957............. Sele Nov. 1 43 (503,900,350 | 23,935,267 
Canada savings bonds 1960............. Ss. 15 Nov. 1 4} 513,630,100 | 23,113,355 
Canada savings bonds 1961............. S. 16] 1971 Nov. 1 43 (0514, 276,500 93° 142) 443 
Conversion Joan-of 1958... ae. ee T. 28%) 1972 Sept. 1 42 1, 267,203,100 | 53,856,132 
Canada savings bonds 1958............. S. 13 | 1973 Nov. 1 41 (1160, 807, 200 6,834,306 
oanior 950 ies, etn ome y..cs..1 ee The 36s el O71) Octs met 53 310,361,000 17,069,855 
oO anzOrel OG awe coo sc hie pan sack On T3881 t976 Apres 7 1 53 436,198, 000 23, 990,890 
Ogi Ol 195d Gare coe & 3, Bee. oe pei ee Ate eat June 1 34 247,046, 500 8,029,011 
Canada savings bonds 1962............. Sy 176 Nov. 1 4h 1, 633,808,950 | 73,521,403 
Toan.ofl953.and 1958.1, ewer. eee TP 58) 1978 Jan. o5 34 207,911,500 7,796,681 
pan Oll 954 eno cA ite le aoa eee Tre Ua 1979: Octe mel: 3t 343, 246, 500 i ea gs | a Ue 
oan GEL O62a0 sees: Ae ete kt ies AT.14 | 1980 Aug. 1 54 120,000,000 6, 600, 000 
Conversion loan 1958. -6.0 60 ceeds 4. T. 29 | 1983 Sept. 1 43 1, 992,679,450 89,670,575 
Conversion oan 1956.ha sucess. eee T W5al 1998 Mars 55 32 197,045,000 7,389, 188 
Ps ORNOL OSD setter aca: Reever 2 9 tue Piet aed ie, Mal Perpetual 3 55,000, 000 1,650,000 
Three-month treasury bills............. (2)3.62 | 1,310,000,000 | 48,710,000 
Various (123 to 158 days) treasury bills.. Bi Al 80,000, 000 1,113,000 
Six-month treasury bills...............- (293.74 740,000,000 | 29,790,500 
366-day treasury bills................... 5.69 85,000,000 4,836, 500 
Special non-marketable bonds (U.I.C.). 53 11,500, 000 589, 375 


17, 550,847,250 | 727,277,447 


Payable in London— 


MoanonlGse and slosdne occ. 6 bye See eee 1963 July 1 3 (3)32,445, 301 973,359 
MUOANUOL L908 ses Vere, cos wee eres Peds Oe Gide avid July wel 3t (3)2,138, 751 69, 509 
34, 584,052 1,042,868 
Payable in New York— 
TiO aD OF VOLO eer Lak ios, «Mek ieee tase cease Ra earns oc tees 1974 Sept. 1 23 (465, 087, 502 1,789, 906 
Bognor LOb see = ssa ae ace See iia. 1975 Sept. 15 23 (441, 047,527 1,128,807 
TO RRVOT LOB teen Anne ee eee cee ee ae 1987 Oct. 15 5 


(9270,270,000 | 13,513,500 
376,405,029 | 16,432,213 
17, 961,836,331 | 744,752,528 


Nore: Where various rates of interest are applicable during the term of a loan the interest rate in effect 
at March 31, 1963 has been used. 
@) Preliminary. 
© Rate of discount at tender on March 28, 1963. 
(*) Conversion rate $3.027= £1. 
(4) Conversion rate $1.08108 Can=$1 U.S. 


APPENDIX “A” 


STATEMENT 
made by 
THE HONOURABLE WALTER L. GORDON, 
Minister of Finance, in the House of Commons, 


June 19, 1963 


Certain administrative difficulties have arisen respecting the immediate 
application of the proposed 30% tax on takeovers, announced in the budget 
speech on June 13. 


One of the difficulties is in connection with new financing for the expansion 
of existing businesses. This cannot be allowed to lapse or be deferred until 
detailed regulations have been formulated. 


It may take a little time to work out satisfactorily the difficulties referred 
to. Pending a solution, the Government proposes to withdraw paragraph 11 
of the Budget Resolution respecting the Excise Tax Act. 


Since the budget was delivered, I have had a number of conversations 
about this matter with people familiar with the administrative side of the 
securities business including the Presidents of the Toronto and Montreal Stock 
Exchanges, and a senior officer of The Investment Dealers’ Association of 
Canada. I have also heard by telegram from the President of the Vancouver 
Stock Exchange. Most of the people I have talked with have pointed out the 
administrative difficulties I have referred to, but are anxious to find a solution 
that will be consistent with the government’s statement of disapproval of 
takeovers of Canadian concerns by non-residents. 


This attitude is not shared by the President of the Montreal Stock 
Exchange. In a letter to me dated June 18, he states that “a non-resident 
takeover confers great benefits on the Canadian economy’. Either before or 
just after an interview with me yesterday, and without informing me of his 
intention to take such action, the President of the Montreal Stock Exchange 
handed copies of his letter to members of the press. 


The letter is both intemperate and irresponsible in tone and content. 
It is a strange communication coming as it does from a man who holds the 
position of President of an important Canadian stock exchange. 


I want to make it clear that this government disagrees completely with 
the interpretation of the national interest expressed by the President of the 
Montreal Stock Exchange. Our attitude to the desirability of maintaining 
and increasing Canadian ownership of Canadian assets was clearly set out 
in the budget speech. It remains unchanged. 
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APPENDIX “B” 


STATEMENT 
made by 
THE HONOURABLE WALTER L. GORDON, 
Minister of Finance, in the House of Commons, 


July 8, 1963 


“Since the Budget was brought down on June 13, the Government has 
received representations and suggestions for changes from members of all 
parties in this House and from many people outside. The old saying that only 
he who wears the shoe knows where it pinches has always been as true of 
taxes as of most things. The complexity of modern business and, therefore, 
the complexity of modern taxation, has made it increasingly difficult for govern- 
ments to foresee all the administrative problems and all the consequences of 
tax changes. Detailed information, from those affected, can be secured only 
after the proposals have been made public. No Government—no Minister of 
Finance—should be reluctant to reconsider and revise proposals if public 
discussion shows it to be desirable. 


On this occasion I acknowledge with gratitude the representations and 
suggestions that have been made. All have been carefully considered. Some are 
good ideas which I am glad to act on. Therefore, on behalf of the Government 
I am proposing to table tonight revised resolutions on the Income Tax Act and 
the Excise Tax Act to supersede those tabled on the night of the Budget. 


In part, what the revisions do is to clarify the Budget proposals and 
improve them in detail. 


For example, we had recommended that sales taxes would not have to be 
paid by the purchaser under a fixed-price contract; it should have been made 
clear that a binding tender, submitted before the Budget, would also be 
regarded, if accepted, as equivalent to a contract. 

There is another administrative change of a similar kind. We had proposed 
to set a time limit of twelve months—i.e., until June 14, 1964 before which 
deliveries of building materials, machinery, etc., under existing fixed-price 
contracts must be made in order to qualify for refund of sales tax. Although 
that time limit is adequate in the majority of cases it is not unreasonable, I 
think, that it be extended to 31st December 1964. 

Information received from various industries since the Budget makes it 
clear that the exemption from sales tax on materials consumed or expended in 
a manufacturing process should be continued. The tax would bear inequitably 
on many manufacturing enterprises and on the printing and graphic arts 
industries. The resolution has been modified accordingly. 

It has also been revised to operate more fairly as between those who 
construct buildings on the site and those who manufacture pre-fabricated 
buildings or certain pre-fabricated components of buildings. 

A different type of clarification in the Income Tax resolution concerns the 
question of appeal, which was raised early in discussion in this House. It is the 
Government’s intention that the powers sought in order to prevent “dividend 
stripping” and the use of associated companies to reduce tax should be made 
subject, in the bill, to appeal to the Exchequer Court. This has been incorporated 


in the resolution. 
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I should also refer at this point to the provision for pipeline companies to 
deduct exploration expenses. The date set was chosen to keep the law as 
simple as possible, not to provide retroactive benefits. But since this has been 
questioned, and to make certain there will be no retroactive benefits, the provi- 
sion will apply only from the the date of the Budget. 


There is one other substantial clarification proposed. This concerns the 
definition of the degree of Canadian ownership which will entitle companies to 
deduct a lower rate of non-resident withholding tax and to take 50 per cent 
depreciation for certain new assets. The proposed definition has been changed 
in a number of ways. The requirement that 25 per cent of the company’s 
directors shall be Canadians will not come into effect until 1965 and will be 
broadened to include resident officers of the corporation. Moreover, to give 
greater stability the status of the corporation will be determined by the owner- 
ship of its shares in the 60 days immediately preceding its taxation year. And, 
to meet the cases of corporations with widely-spread ownership who would 
have great difficulty in determining the beneficial ownership of shareholdings, 
they will be able to qualify if their shares are listed on a Canadian Stock 
Exchange and not more than 75 per cent of the voting stock is owned by a non- 
resident shareholder and others associated with him. 


This requirement provides for a substantial minority interest, available to 
Canadian investors, as a counterweight to a controlling group with interests 
outside Canada. 


In addition to these clarifications, the Government proposes that two 
changes of substance will be made in the Excise Tax resolution. 


The first of these concerns schools and universities and similar educational 
institutions. It is proposed that materials used in their construction will con- 
tinue to be exempt from sales tax, in effect, by the refunding of the tax on a 
basis similar to that followed in the case of hospitals. 


The issues involved in a decision such as this are extremely difficult ones 
for a Minister of Finance. Any tax produces hard cases. It is often tempting 
to think that we should deal with them by allowing an exception. But if we 
should follow that impulse we would in no time end up with a tax system 
which is too complicated to be administered well, and which does not produce 
the revenue needed. 


For this reason, if exceptions and exemptions are allowed to go far, they 
do more harm than good. 


Nevertheless, after careful reconsideration, I think it right to make such 
an exception in the case of schools and universities. Their need for new buildings 
is so great, they are of such importance to the future of Canadians, and the 
sources of finance available for their construction are already so strained, that 
they are a very special case indeed; one that, on reflection, I believe should be 
recognized. 


The second change that the Government proposes is one that has, in the 
short run, a considerable effect on the revenue that will be raised. I should 
therefore remind the House of the objectives of the Budget which was presented 
on June 13th. 


It is, first of all, a Budget designed to encourage production and employ- 
ment. To achieve those purposes we must accept a deficit while our economy 
expands. But if we are to have full employment and economic growth, not 
only in the short run but on a sustained basis, we must reduce the excess of 
our current payments to other countries over receipts from those countries. 


173 


Such excess expenditure abroad does not produce any employment in Canada. 


That is one reason why we must export more and compete more effectively 
against imports. 


Moreover—and this is the second main objective—we must take positive 
action to safeguard the Canadian economy against an ever-increasing and exces- 
sive degree of ownership and control outside this country. This must be done 
while we continue to treat fairly the foreign investors who are making—and, 
I hope and believe, will continue to make—an essential contribution to the 
development of our country. 


These objectives cannot be gained without maintaining confidence in our 
economy and our finances. For that reason, we cannot contemplate an indefinite 
series of budget deficits. It must be clearly established that our fiscal policy and 
measures are so designed that, when other forces are strong enough to cause 
the economy to operate close to its full capacity, our Budget will be balanced. 


These are the inter-related objectives of the Budget. They are not simple 
or easy. But I think they are objectives to which most responsible people will 
subscribe. 


They mean that, in present conditions of production and employment, it 
is reasonable to budget for a substantial deficit. But they also mean that the 
Government must take definite action to reduce the deficit as production and 
employment increase. That reduction will not come about quickly enough 
solely through the natural expansion of government revenues. The growth of 
Canada implies growth in our expenditures also. Many of the new programmes 
which Canadians clearly want for their well-being, and which are needed for 
economic expansion and the creation of more jobs, will require increased 
expenditures next year. We must be in a position to meet those needs. We must 
therefore provide for new sources of revenue, especially for revenue that will 
come to us next year. 


I have explained to the House why removal of the exemption from sales 
tax on building materials and machinery is, in my opinion, the least objec- 
tionable source of additional revenue. 


At the same time, the evidence that has been presented makes it clear 
that the sudden imposition of the tax at the rate of 11 per cent would have a 
very sharp immediate impact on some industries. Of course, there are always 
objections to raising any tax, even from many of those who feel most strongly 
that the Budget should be balanced. The Government cannot accept such pleas 
to eliminate the tax. But full consideration of the arguments suggests that the 
timing of the extra taxation can be adjusted in a way that will synchronize with 
the needs of the economy over a longer period. 


It is proposed, therefore, that the tax will come into effect in stages. The 
rate charged from June 14th will be 4 per cent. This will continue until ad 
March next year. The rate will then be raised to 8 per cent and will continue 
at that level until 31 December 1964. After that the final 3 per cent will be added. 


Refunds will be made to those who, during the period from June 14 until 
tonight, have actually remitted sales tax at the full rate on goods they have 


sold or imported that were previously exempt. 


The graduation of the tax will have two effects. First, it will give people 
time to adjust their affairs, to absorb the impact of the tax in the most cory 
venient way. Secondly, the graduation of tax rates will provide an ee 
incentive to people to proceed with construction and other investment projects 


now. 
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The total result of the revision in the resolutions will be to reduce revenues, 
compared with the estimate I made on June 13th, by about $115 million in 
the remainder of the current fiscal year. For the full fiscal year 1964-65, we 
estimate that the additional revenues previously forecast will now be $125 
million less. 


The resolutions I am tabling contain the details of the changes I have 
mentioned and some minor or consequential changes I have not mentioned; 
I would propose that they be printed in Hansard for the convenience of 


honourable members. 


As Minister of Finance, I regret the loss of revenue during the next eighteen 
months but I believe that on balance the changes now proposed will be helpful. 
They do not alter the objectives of the Budget. They will improve its immediate 
economic effect and stimulate expansion and employment.” 


EXCISE TAX ACT 


The Minister of Finance—In Committee of Ways and Means: — 


Resolved,—That it is expedient to introduce a measure to amend the Excise 
Tax Act and to provide among other things: 


1. That the present exemption from sales tax for certain building materials 
be withdrawn by repealing the exemption for all goods mentioned under the 
heading “Building Materials” in Schedule III of the said Act and by repealing 
the exemptions for 


(a) ‘Creosote oil and other wood preservatives when for use exclusively 
in the treatment of timber, poles or lumber;” 

(b) “Railway ties;” 

(c) “Goods for use as part of sewerage and drainage systems, and articles 
and materials to be used exclusively in the manufacture thereof;’. 


2. That any enactment based on paragraph 1 of this resolution provide that 


(a) goods for use as part of sewerage and drainage systems be exempt 
from sales tax when sold to or imported by a municipality for its own 
use and not for resale; 


(b) any transfer of a sewerage or drainage system to a municipality by 
any person within two years after the completion thereof, pursuant 
to a by-law of or agreement with that municipality under which that 
person is required to install such system and transfer it without charge 
to that municipality after the completion thereof be deemed, for 
the purpose of section 46 of the said Act, to be a sale to the munic- 
ipality for its own use and not for resale of goods for use as part 
of a sewerage or drainage system, 

and that any agency operating a sewerage or drainage system for or on behalf 
of a municipality may be declared by the Minister to be a municipality for the 
purpose of this paragraph. 


3. That any enactment based on paragraph 1 of this resolution provide 
that drain tile for agricultural purposes and materials to be used exclusively 
in the manufacture thereof be exempt from sales tax. 


4. That any enactment founded on paragraph 1 of this resolution provide 
that where materials have been purchased by or on behalf of a school, university 
or other similar educational institution for use exclusively in the construction 
of a building for that institution and the tax imposed by Part VI of the said Act 
has been paid in respect of those materials, the Minister of National Revenue 
may, upon application by the institution in such form as the Minister prescribes 
made to the Minister within two years from the time the materials were pur- 
chased, pay to the institution an amount equal to that tax. 


5. That any enactment founded on paragraph 1 of this resolution provide 


that a person who 


175 


176 


(a) manufactures or produces a building or other structure otherwise than 
at the site of construction or erection thereof, in competition with per- 
sons who construct or erect similar buildings or structures not so 
manufactured or produced, 


(b) manufactures or produces otherwise than at the site of construction 
or erection of a building or other structure, structural building sections 
for incorporation into such building or structure, in competition with 
persons who construct or erect buildings or other structures that in- 
corporate similar sections not so manufactured or produced, or 


(c) manufactures or produces concrete or cinder building blocks, 


be deemed for the purposes of the said Act not to be, in relation to any such 
building, structure, building sections or building blocks so manufactured or 
produced by him the manufacturer or producer thereof. 


6. That the present exemption from sales tax for “Seventy-five per cent of 
the sale price if manufactured in Canada, or seventy-five per cent of the duty 
paid value if imported, of trailers for use as homes” be changed to read “Twenty- 
five per cent of the sale price if manufactured in Canada, or twenty-five per cent 
of the duty-paid value if imported, of trailers for use as homes’’. 


7. That the present exemption for certain machinery and apparatus to be 
used in manufacture or production be withdrawn by repealing the exemption 
for all goods mentioned under the headings “Machinery and Apparatus to be 
used in Manufacture or Production” and “Engines” in Schedule III of the said 
Act and by repealing the exemptions for 


(a) “Seismic shot-hole casing and materials used in the manufacture 
thereof;” 


(b) “Tires and tubes for use exclusively on the machinery enumerated in 
Customs Tariff Item 41la.” 


(c) Goods enumerated in Customs Tariff items 399a, 399b, 399c, 411la, 417, 
43lh, 439c, 848, 848a and 848b. 


8. That any enactment founded on paragraph 7 of this resolution provide 
that traction engines for farm purposes and accessories therefor (not including 
machines and tools for operation by such engines) and complete parts of all the 
foregoing, and materials to be used exclusively in the manufacture of the said 
engines, accessories or parts be exempt from sales tax. 


9. That any enactment founded on paragraph 7 of this resolution provide 
that farm wagons, including four-wheeled farm wagons equipped to be tractor 
drawn and farm sleds, and materials to be used exclusively in the manufacture 
thereof be exempt from sales tax. 


10. That the present exemption from sales tax for “Photographs, paintings, 
pastels, drawing and other art work and illustrations of all kinds, whether 
originals, copies or proofs, and printing plates made to reproduce the same, for 
use exclusively as non-advertising news pictures or for illustrating non-advertis- 
ing articles or stories in periodical publications enjoying second-class mailing 
privileges, the pages of which are regularly bound, wired, stitched or otherwise 
fastened together;’”’ be changed to read “Typesetting and composition, metal 
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plates, cylinders, matrices, film, art work, designs, photographs, rubber material, 
plastic material and paper material, when impressed with or displaying or carry- 
ing an image for reproduction by printing, made or imported by or sold to a 
manufacturer or producer for use exclusively in the manufacture or production 
of printed matter.” 


11. That feeds for fish, supplements for addition to such feeds, and materials 
to be used exclusively in the manufacture of such feeds or supplements be 
exempt from sales tax. 


12. That the exemption from sales tax for materials for use in the equipment 
and repair of ships over ten tons net register tonnage be restricted to materials 
for use in the equipment and repair of ships to be used exclusively for commer- 
cial purposes. 


13. That the present exemption from sales tax for “Bakers’ cakes and pies 
including biscuits, cookies or other similar articles;” be changed to read 
‘Bakers’ cakes and pies including biscuits, cookies and similar articles but 
not including simulated chocolate bars or candy bars;”’. 


14. That the export duty of three one-hundredths of one cent per kilowatt 
hour on electrical power exported from Canada be repealed. 


15. That any enactment founded on paragraphs 1 to 13 of this resolution 
be deemed to have come into force on June 14, 1963, and any enactment 
founded on paragraph 14 of this resolution be applicable in respect of electrical 
power exported after June, 1963. 


16. That with respect to the period commencing June 14, 1963 and ending 
March 31, 1964, the rate of tax payable under Part VI of the said Act in 
respect of any goods for which exemption from tax was withdrawn by any 
enactment founded on paragraphs 1 and 7 of this resolution be four per cent 
instead of eight per cent, and that with respect to the period commencing 
June 14, 1963 and ending December 31, 1964 the rate of tax payable under 
subsection (1) of section 10 of the Old Age Security Act in respect of any such 


goods be nil. 


17. That the said measure further provide that _ 


(a) where any tax under Part VI of the said Act has become payable 
by any person in respect of any goods for which exemption for tax 
under that Part was withdrawn by any enactment founded on para- 
graphs 1 and 7 of this resolution, which goods were, not later than 
December 31, 1964, sold and delivered by that person, or applied by 
that person to a use resulting in the property in the goods passing 
from that person, pursuant to a bona fide contract in writing 


(i) that provided for the sale of those goods or their application to 
that use for a fixed amount stated in the contract and that did 
not permit the adding of the tax to the amount payable to that 


person under the contract, and 


(ii) that was signed by the parties thereto 

(A) on or before June 13, 1963, or 

(B) after June 13, 1963, if the contract was entered into in ac- 
cordance with the terms of a tender in writing submitted 
by that person on or before that day whereby that person 
undertook to enter into such a contract and in default of 
so doing to incur or cause to be incurred a pecuniary penalty 
whether by forfeiture of a security deposit or otherwise, 


(b) 
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a refund, or deduction from any of the taxes imposed by the said 
Act, of the tax or such part thereof as could not under the contract 
be added to the amount payable to that person thereunder may be 
granted to that person; and 


where any goods for which exemption from tax under Part VI of 
the said Act was withdrawn by any enactment founded on paragraphs 
1 and 7 of this resolution were, after June 13, 1963 and not later than 
December 31, 1964, sold and delivered by any person, or applied by 
any person to a use resulting in the property in the goods passing 
from that person, pursuant to a bona fide contract in writing 


(i) that provided for the sale of those goods or their application to 
that use for a fixed amount stated in the contract and that did 
not permit the adding of any tax under that Part that became 
payable after June 13, 1963 in respect of those goods to the 
amount payable to that person under the contract, and 

(ii) that was signed by the parties thereto 
(A) on or before June 13, 1963, or 
(B) after June 13, 1963, if the contract was entered into in ac- 

cordance with the terms of a tender in writing submitted 
by that person on or before that day whereby that person 
undertook to enter into such a contract and in default of 
so doing to incur or cause to be incurred a pecuniary penalty 
whether by forfeiture of a security deposit or otherwise, 


an amount equal to the tax or such part thereof as could not under 
the contract be added to the amount payable to that person there- 
under may, where application therefor is made to the Minister of 
National Revenue by that person in such form as the Minister prescribes 
within two years from the time the goods were delivered by that 
person or applied by him to that use, and the Minister is satisfied 
that the tax has been paid, be paid by the Minister to that person. 


INCOME TAX ACT 


The Minister of Finance—In Committee of Ways and Means: — 


Resolved,—That it is expedient to introduce a measure to amend the Income 
Tax Act and to provide among other things: 


1. That with respect to new depreciable property of a prescribed class 
acquired in the period of 24 months commencing June 14, 1963 capital cost 
allowances be computed on a straight line basis at a prescribed rate not exceeding 
50 per cent per annum if the property has been acquired by a taxpayer in a 
taxation year for a manufacturing or processing business in Canada and the 
taxpayer is 

(a) an individual who was resident in Canada for a period of not less 

than 183 days in the year; or 

(b) a corporation that in the year had a degree of Canadian owner- 

ship and control; 


and for the purposes of this paragraph, 


(c) a corporation has a degree of Canadian ownership and control in a 
year if the corporation throughout the 60 day period immediately 
preceding the year (or if the corporation did not have a preceding 
year, throughout the 60 day period commencing on the first day of 
the year) complied with the following conditions: 

(i) the corporation was resident in Canada, 
(ii) either 
(A) not less than 25 per cent of its voting shares were benefi- 
cially owned by one or more individuals resident in Canada, 
one or more corporations controlled in Canada or a combina- 
tion thereof, 


or 
(B) the voting shares of the corporation were listed on a recog- 
nized stock exchange in Canada and it is established, in 
prescribed manner, that no one non-resident shareholder 
owned beneficially, together with any other person associated 
with him-at any time in the period, more than 75 per cent 
of the voting shares of the corporation, and 
(iii) where the year commences after December 31, 1964, the number 
of directors of the corporation who were resident in Canada was 
not less than 25 per cent of the total number of directors of the 
corporation; 
or complied with the conditions specified in clauses (i) and (iii) and 
was a wholly-owned subsidiary of a corporation that throughout the 
60 day period complied with the conditions specified in clauses (i), 
(ii) and (iii); and 
(d) a corporation is controlled in Canada at a particular time if at that 
time it complies with the following conditions: 
(i) the corporation is resident in Canada, and 
(ii) not less than 51 per cent of its voting shares are beneficially owned 
by one or more individuals resident in Canada, one or more cor- 
porations controlled in Canada ora combination thereof. 
2. That a taxpayer whose business in a prescribed area of Canada has 
been certified to be a new manufacturing or processing business that com- 
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menced commercial operations in the period of 24 months commencing with the 
date on which any enactment based on this paragraph is assented to be exempt 
from tax on the income from that business for a period of 36 months from the 
date certified to be the date of commencement of operations, and that the rate of 
capital cost allowances for new depreciable property of a prescribed class 
acquired by the said taxpayer in the said 24 months period for such business be 
computed on a straight line basis at a prescribed rate not exceeding 50 per cent 
per annum. 


3. That with effect for 1964 and subsequent taxation years section 40A of 
the Act, which provides for a deduction from the tax otherwise payable by a 
manufacturing and processing corporation, be repealed. 


4. That with respect to expenses incurred after June 13, 1963 a corporation 
whose principal business is operating a pipeline for the transmission of oil or 
natural gas be allowed to deduct in computing income the drilling and explora- 
tion expenses, including all general geological and geophysical expenses, in- 
curred by it on or in respect of exploring for petroleum or natural gas in Canada 
and the prospecting, exploration and development expenses incurred by it in 
searching for minerals in Canada. 


5. That for the 1963 and subsequent taxation years a dividend received by 
a person resident in Canada from a corporation that throughout its taxation 
year in which the dividend is paid or credited 


(a) is taxable as a non-resident corporation carrying on business in Canada, 
(b) derives substantially all of its income from sources in Canada, and 
(c) has its shares listed on a recognized stock exchange in Canada 


be deemed to be a dividend from sources in Canada paid or credited by a taxable 
corporation within the meaning of section 38 of the Act. 


6. That the 15 per cent rate of tax payable by a non-resident person on 
dividends paid or credited to him by a person resident in Canada be reduced to 
10 per cent with respect to dividends paid or credited after June 13, 1963 by a 
corporation that in its taxation year in which the dividend is paid or credited 
has a degree of Canadian ownership or control within the meaning of para- 
graph 1. 


7. That the 15 per cent rate of tax payable by a non-resident person on 
dividends paid or credited to him by a person resident in Canada be increased 
to 20 per cent with respect to dividends paid or credited after December one 
1964 by a corporation that in its taxation year in which the dividend is paid or 
credited does not have a degree of Canadian ownership or control within the 
meaning of paragraph 1. 


8. That where a corporation resident in Canada that in any year before 
1967 was not a corporation that had a degree of Canadian ownership and con- 
trol, within the meaning of paragraph 1, becomes a corporation that in 1967 has 
such a degree of Canadian ownership and control, a non-resident person shall 
be entitled to a refund equal to 


(a) 5 per cent of any dividends paid or credited by the corporation to him 
after June 13, 1963 and before January 1, 1965, in respect of which he 
has paid a tax of 15 per cent to Canada, and 

(b) 10 per cent of any dividends paid or credited by the corporation to him 
after December 31, 1964 and before January 1, 1967, in respect of which 
he has paid a tax of 20 per cent to Canada. 
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9. That where a corporation (other than a non-resident-owned invest- 
ment corporation) paid or credited dividends during the period commencing 
on June 14, 1963 and ending on December 31, 1964 in taxation years in which 
it did not have a degree of Canadian ownership and control within the mean- 
ing of paragraph 1, the amount of which dividends exceeds five-fourths of 
the amount of dividends paid or credited by the corporation during that 
number of days immediately preceding June 14, 1963 that is equal to the 
number of days in the period commencing on June 14, 1963 and ending on 
December 31, 1964 that were included in taxation years in which the corpora- 
tion did not have such a degree of Canadian ownership and control, the cor- 
poration shall, on or before January 31, 1965, pay a special tax equal to 5 
per cent of the amount of the excess. 


10. That with respect to income earned after December 31, 1964 the 15 per 
cent tax imposed by Part IIIA of the Act on a non-resident corporation carrying 
on business in Canada be 20 per cent. 


11. That with respect to income of a non-resident-owned investment cor- 
poration earned after December 31, 1964 the present 15 per cent rate of tax be 
20 per cent. 


12. That any amount paid or credited after June 13, 1963, by a person 
resident in Canada to a non-resident person, as or on account of a management 
or administration fee or charge, be subject to the 15 per cent tax on income 
from Canada of non-resident persons. 


13. That with respect to interest paid by a person resident in Canada to a 
non-resident person on any obligation issued after June 13, 1963, if the non- 
resident person 

(a) is exempt from income tax in the country in which that person is 

resident; and 

(b) has obtained a certificate of exemption from the Minister, 
the non-resident person be exempt from the 15 per cent rate of tax imposed in 
respect of such payment. 


14. That for the taxation years ending after November, 1965 a corporation 
shall during the 12 months period ending 4 months after the close of each 
taxation year, pay to the Receiver General of Canada 

(a) on or before the last day of each of the first 10 months in that period, 
an amount equal to one-twelfth of the tax as estimated by it at the 
rate for the taxation year 
(i) on its estimated taxable income for the year, or 
(ii) on its taxable income for the immediately preceding year, 

(b) on or before the last day of the eleventh month in the period, an 
amount equal to one-half of the remainder of the tax payable as 
estimated by it on its taxable income for the year at the rate for the 
year, and 

(c) on or before the last day of the period, the remainder of the tax 
and that for the taxation years ending after November, 1963 and before Decem- 
ber, 1964 a corporation shall, during the 11 months period ending 5 months after 
the close of its taxation year, pay to the Receiver General of Canada 

(d) on or before the last day of each of the first 9 months in that period, an 
amount equal to one-twelfth of the tax as estimated by it at the rate 
for the taxation year 

(i) on its estimated taxable income for the year, or 
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(ii) on its taxable income for the immediately preceding year, 


(e) on or before the last day of the tenth month in the period, an amount 
equal to one-half of the remainder of the tax payable as estimated 
by it on its taxable income for the year at the rate for the year, and 


(f) on or before the last day of the period, the remainder of the tax, 


and that for taxation years ending after November, 1964 and before December, 
1965 a corporation shall, during the 11 months period ending 4 months after 
the close of its taxation year, pay to the Receiver General of Canada 


(g) on or before the last day of each of the first 9 months in that period, 
an amount equal to one-eleventh of the tax as estimated by it at the 
rate for the taxation year 
(i) on its estimated taxable income for the year, or 
(ii) on its taxable income for the immediately preceding year, 

(h) on or before the last day of the tenth month in the period, an amount 
equal to one-half of the remainder of the tax payable as estimated by 
it on its taxable income for the year at the rate for the year, and 

(7) on or before the last day of the period, the remainder of the tax. 


15. That the return of income for a taxation year that is to be filed with 
the Minister in prescribed form and containing prescribed information by or on 
behalf of a corporation be filed 


(a) for taxation years ending after November, 1963 and before December, 
1964 within 5 months from the end of the year, and 

(b) for taxation years ending after November, 1964 within 4 months from 
the end of the year. 


16. That with respect to amounts received after June 13, 1963, where a 
taxpayer has received an amount in a taxation year, 

(a) as consideration for the sale or other disposition of any shares of a 
corporation or of any interest in such shares, 


(b) in consequence of a corporation having 
(i) redeemed or acquired any of its shares or reduced its capital stock, 
or 
(ii) converted any of its shares into shares of another class or into an 
obligation of the corporation, or 
(c) otherwise, as a payment that would, but for this provision, be exempt 
income, 


which amount, in the opinion of the Minister, was received by the taxpayer as 
part of a transaction or series of transactions whenever effected or to be effected, 
one of the purposes of which was or is to effect a substantial reduction of, or 
disappearance of, the assets of a corporation in such a manner that the whole 
or any part of any tax that might otherwise have been or become payable under 
the Act in consequence of any distribution of income of a corporation has been 
or will be avoided, the amount so received by the taxpayer or such part thereof 
as may be specified by the Minister shall, if the Minister so directs, 
(d) be included in computing the income of the taxpayer for that taxation 
year, and 
(e) in the case of a taxpayer who is an individual, be deemed to have been 
received by him as a dividend from a taxable corporation within the 
meaning of section 38 of the Act. 
17. That for the 1964 and subsequent taxation years where, in the case of 
two or more corporations, the Minister is satisfied 
(a) that the separate existence of those corporations is not solely for the 
purpose of carrying out the business of those corporations in the most 
effective manner, and 
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(b) that one of the main reasons for such separate existence is to reduce 

the amount of taxes that would otherwise be payable under the Act 

the two or more corporations shall, if the Minister so directs, be deemed to be 
associated with each other. 


18. That upon any appeal to the Exchequer Court of Canada from an assess- 
ment in such case, the Court may confirm or vary any direction given by the 
Minister as provided in paragraph 16 or 17, or may vacate any such direction 
where it determines that 


(a) none of the purposes of the transaction or series of transactions referred 
to in paragraph 16 was or is that specified in that paragraph, or 


(b) none of the main reasons for the separate existence of the corporations 
referred to in paragraph 17 is that specified in subparagraph (b) of 
that paragraph. 


19. That for the 1963 and subsequent taxation years 


(a) a business loss incurred in a previous year by a corporation may not 
be deducted in a taxation year if 


(i) the business in which the loss was sustained by the corporation 
was not carried on by it in the taxation year, and 


(ii) in the period between the end of the year in which the loss was 
sustained and the end of the taxation year control of the corpora- 
tion has changed hands, and 


(b) a business loss incurred by a corporation in a taxation year may not 
be deducted in computing the income of the corporation for that taxa- 
tion year if the business in which the loss was sustained by the corpora- 
tion was wound up or discontinued, and after such winding up or dis- 
continuance control of the corporation passed to a person or persons 
who did not control the corporation in the year at any time when the 
business in which the loss was sustained was carried on; 


but this paragraph is not applicable where the change of the control of the 
corporation occurred prior to June 14, 1963. 


20. That for the 1963 and subsequent taxation years section 18 of the Act, 
which provides rules in the case of any lease option agreement, hire purchase 
agreement or other contract or arrangement for the leasing or hiring of property, 
be repealed, and appropriate transitional provisions be enacted in respect of any 
such contract or arrangement. 


21. That for the 1963 and subsequent taxation years the benefits received 
by an employee from his employer’s contribution to a group life insurance plan 
that are at present excluded from income be excluded only if such contribution 
is in respect of group term life insurance. 


22. That, with respect to any annuity contract entered into after June 13, 
1963, that part of the proceeds of the contract that consists of interest accumu- 
lated prior to the date on which the annuity commences be included in comput- 
ing income of the recipient unless such proceeds are received as a life annuity 
or as a refund of premiums upon the death of the holder of the annuity contract. 


184 


23. That for the 1962 and subsequent taxation years the manner of taxing 
a bankrupt corporation, a bankrupt individual and a trustee in bankruptcy be 
revised and in particular 


(a) that the trustee be deemed to be the agent of the bankrupt person for 
all purposes of the Act; 


(b) that section 63 of the Act not apply in the case of any income of the 
trustee from dealing in the property of the bankrupt person or from 
carrying on the business of the bankrupt person; 


(c) that the income of the bankrupt person be computed as if upon the 
occurrence of the bankruptcy the property of the bankrupt person 
did not pass to and vest in the trustee; and 


(d) that the trustee be liable for payment of any tax payable by the 
bankrupt person to the extent of the property of the bankrupt person 
in the possession of the trustee. 
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